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1 INTRODUCTION

”Perfection is achieved, not when there is nothing more to add, but when there is nothing left to 
take away.” (Antoine de Saint Exupery, 1900-1944) 

Outsourcing has been a strategic management tool for a time now. In the highly global 
and competitive marketplace more focus is placed on the advantages that outsourcing 
provides an organisation with (Avery, 2002). Thus, outsourcing allows organisations to 
reallocate resources, less needed for the value creation, to its core competencies (Loren, 
2002). This increasingly powerful outsourcing trend is true for the third-party logistics 
(3PL) services industry (Qureshi et al., 2008) in which 3PL service providers perform 
traditional logistics functions such as inbound and outbound transport, warehousing 
and other services such as reverse logistics and managerial activities (Fabbe-Costes et 
al., 2009). The functions are carried out by logistics service providers, with specialised 
sub-suppliers1, on behalf of industrial logistics service buyers.

1.1. Logistics outsourcing – third-party logistics (3PL) 

Logistics research, and 3PL in particular, has received topical interest since the 1980s 
(Menon et al., 1998) and experienced rapid development during the past three decades 
(Berglund, 2000; Selviaridis & Spring, 2007). Logistics is about the art of managing 
material, information and financial flows within and between companies (Christopher, 
1986; Chow et al., 1994; Jahre & Persson, 2005). Flows become business opportunities 
for logistics service providers if these are able to provide value (e.g. cost advantage and 
technical expertise) to any logistics activities, i.e., exceptional capabilities (Fawcett & 
Magnan, 2002). The logistics services industry has rapidly developed in regard to these 
capitalisation opportunities of time and accuracy, which are important for customer 
service (Virum, 1993). The strategic advantage of 3PL service providers is the ability to 
economise by better use (engineering) of the existing logistics expertise and systems of 
the logistics services buyers (Sheffi, 1990; Sauvage, 2003). Hence, the logistics service 
providers capitalise on the information technology and alternative cost of buyers, to 
modify and/or create new systems and service offerings. 

The development of a 3PL industry results from logistics services market restructuring 
through deregulation of transportation, which has consequences for price and service 
competition among carriers (Virum, 1993). Global markets and trade barrier reduction 
have increased customer requirements related to advanced logistics expertise and 
sophisticated technological capabilities (Sink & Langley, 1997), which are seldom core 
competencies of industrial organisations (Skjoett-Larsen, 1999). Thus, development of 
the logistics outsourcing phenomenon is not necessarily supported by company-specific 
reasoning only, but is a product of the experienced outsourcing trend (Razzaque & 
Sheng, 1998). It should be noted that the literature contains work on the differences 
between users and non-users of 3PL services (e.g. Murphy & Poist, 1998). 

                                                       
1 The concepts sub-supplier, sub-contractor, channel member and supply chain actor/member, refer to non-immediate 

tiered logistics service providers in the 3PL context, and are used interchangeably throughout the thesis.
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Consequently, the predominant goals of buyer-provider co-operation are productivity, 
improved quality, benefit-sharing and jointly reduced uncertainty. Researchers have 
assessed both the advantages and drawbacks in logistics (see e.g. Leahy et al., 1995; 
Razzaque & Sheng, 1998). The logistics services configurations of service providers may 
vary in terms of resource and capacity headroom, but the notion of one-stop shopping2

has expanded the scope of outsourced and delivered services, enabling logistics service 
buyers to better leverage scale to achieve cost advantages.   

The merger and acquisition activity in the 3PL industry explains the shift in logistics 
service buyers’ propensity, from employing many logistics service providers (Lieb & 
Miller, 2002) to one-stop shopping. Therefore, procurement of logistics services from 
multiple providers declined at the end of the 90s. One material determinant was the 
growing size of logistics service buyers and the expanded scope of service requirements. 
The response from the logistics services supply-side included mergers and acquisitions 
and forming of logistics alliances. The complex requirements again resulted in a shift 
toward procurement from several logistics service providers, increasing international 
competition on the supply-side. The 3PL providers expanded their service portfolios to 
include financial services, purchasing services and contract manufacturing in specific 
agreements with detailed service scopes (Andersson & Norrman, 2002), well-defined 
margins (Lieb & Kendrick, 2003), standardisation of services and the responsiveness to 
changing market conditions. In addition, the merger and acquisition activity is indeed 
one driving force for the global coverage of 3PL services (ibid.). 

1.2. Previous research 

The variety of research topics in the field explains the fragmented nature of the logistics 
discipline, of which a dominating purpose is to solve practical problems (Gubi, et al., 
2003). This has resulted in logistics researchers being satisfied with the managerial 
content of research and regarding relationships with practitioners as unique (Kent & 
Flint, 1997). Therefore, logistics is associated with the common positivistic tradition of 
research, which seems to be the predominant research approach in logistics (Kovács & 
Spens, 2005). Conversely, Aastrup and Halldórsson (2008) maintain that the claim 
lacks comprehensive evidence, and that the positivistic tradition, in which past logistics 
research is supposedly housed, is rather a legacy or myth. 

Mentzer and Kahn (1995) argue that research in logistics has substantive justification, 
but less theory testing and development, indicating that logistics research is influenced 
by applied studies3. Logistics research represents a more combined discipline including 
borrowed and applied concepts, principles, methodologies and methods with the logic 
“...there is no reason to reinvent the wheel.” (Stock, 1997:515). Disciplines are applied 
to the same complex realities but from different perspectives. Arlbjørn and Halldórson 
(2002) claim that logistics research is fragmented by nature, and therefore the critical 

                                                       
2 One-stop shopping refers to situations where a logistics service buyer purchases multiple logistics activities from one 

logistics service provider, i.e., when the logistics service buyers are able to pool services provided to achieve economies 

of scale. 

3 Applied studies here refer to a discipline dealing with the logistics science and applying the scientific knowledge to any 

practical problems combined with managerial implications. 
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stance towards discussions on how surrounding disciplines are applied in logistics, and 
the extent to which these are used, is valid. An agreed advantage of utilising different 
streams of research is flexibility in topic selection and analysis. Following from this, 
propositions and hypotheses testing and application of rigorous data analysis methods 
are potential generators of logistics research contributions. 

Scholars have proposed that the 3PL literature may be advanced through more studies 
with a comprehensive conceptual basis (e.g. Maloni & Carter, 2006; Marasco, 2008). In 
other words, research in the 3PL domain has had a relative lack of theoretical work in 
the past compared with the empirically based studies. Thus, the literature has a largely 
exploratory and descriptive content. Consequently, development of the 3PL domain 
requires more emphasis on theory development, constructs and conceptual frameworks 
for building a conceptual foundation in subsequent empirical studies.  

Research in the 3PL domain has to a large extent included conceptual descriptive work 
on buying processes (Sink & Langley, 1997), costs dimensions of decisions on placing a 
logistics activity out to be undertaken by an external service provider (Maltz & Ellram, 
1997) and considerations related to purchasing processes of service requirements, i.e. 
complexity4 (Andersson & Norrman, 2002). 

Empirically, research has focused on very large manufacturing logistics services buyers 
(e.g. Lieb & Randall, 1996) as well as non-manufacturing and smaller logistics services 
buyers (e.g. Murphy & Poist, 1998). From the service provider perspective, 3PL services 
have been discussed in terms of distribution areas, i.e., the global reach of 3PL logistics 
services (Rao et al., 1993), advantages and disadvantages related to various provider 
attributes in terms of shared benefits and productivity, service quality and uncertainty 
going forward (Leahy et al., 1995; Razzaque & Sheng, 1998).  

The ever increasing complexity of global logistics services has increased international 
competition among 3PL services providers due to increasing buyer requirements for 
consistency and coordination of processes, customer focus and improved supply chain 
visibility (Lieb & Kendrick, 2003). Recently, supply chain risk management and the 
related visibility issues have received topical interest from different perspectives, e.g. 
sustainability (Carter & Rogers, 2008) and decision-making (Francis, 2008), with a 
wide body of research topics on firms level analysis (Selviaridis & Spring, 2007). 

Up to the mid-90s, the majority of 3PL research focused on logistics service buyers, 
with limited empirical work on logistics service providers (Leahy et al., 1995). The strict 
buy (or supply) side focus is here referred to as a one-dimensional focus5.

                                                       
4 Complexity is determined by the products, processes and networks of the firm, and arises when firms increase the 

number of logistics functions to be performed by third parties and trading partners, and the geographical coverage of 

logistics services (Rao & Young, 1994). 

5 Following Cox et al. (2004), a one-dimensional focus is interpreted as a one-side focus on business relationships      

with emphasis on how either the buyer or supplier can improve what can be obtained from any transaction. The past 

literature on procurement improvement and discussion related to agile and lean supply chain management has been 

concerned with a (one-dimensional) buy-side focus. On the supply-side much of this focus is on customer relationship 

mapping and customer portfolio management. 
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A) One-dimensional focus

The majority of 3PL research is housed in the “internal context” of transactions, which 
is characterised by features such as structure, organisational size, and strategies of the 
exchange parties involved (Marasco, 2008.) Traditional one-dimensional approaches, 
such as transaction cost theory, principal-agent theory and the resource-based view, are 
applied to varying extents (Halldórsson et al., 2007). These mentioned complementary 
theories and/or perspectives stress the raison d`être of firms, which is profit creation 
in given market structures (Cox, 1997) determining internal and external governance 
modes (Williamson, 2008) based on contractual undertakings, at least as metaphors 
(Eisenhardt, 1989a). 

3PL research had limited empirical assessment of the provider side up to the mid-90s 
(Leahy et al, 1995). The one-dimensional buy-side advantages of logistics outsourcing 
opportunities range from measurable value to goods and materials, assistance in new 
market opening, shared resources and competencies, to enhanced customer service 
(e.g. Razzaque & Sheng, 1998; Larson & Gammelgaard, 2001; Halldórsson & Skjoett-
Larsen, 2004). Also, information (transparency) has been increasingly important for 
logistics service buyers´ competitive positions and rapidly changing market conditions 
(Menon et al., 1998), which has been a topic often discussed.  

Disadvantages from a logistics service buyer perspective relate first and foremost to 
lock-in situations, where logistics activities may not be easily transferred between the 
providers of logistics service, i.e., switching costs (Wu, 2009). Information technology, 
scope of logistics activities/services, and customisation have impact on switching costs. 
These are post-contractual attributes by which a service buyer reduces uncertainty and 
decreases operating costs. However, there has to be a good reason for service buyers to 
use markets to satisfy complex logistics requirements. Hence, any shortcomings in the 
expected superior performance may serve as justification for not using a 3PL provider. 
This is the case where providers are unable to improve internal efficiency or proprietary 
data systems.  

“…one firm used as justification against outsourcing, the argument that carriers and third parties 
would be unable to provide the extraordinary superior service which some of the consignees 
demand and that the failure to do so results in a loss of goodwill which is an insurmountable 
cost.” (Rao & Young, 1994:15) 

"Logistics services" implicitly emphasise capabilities, which are obtained from both the 
service buyer and the service provider in order to be leveraged in the best possible way. 
The capabilities are determining factors in decision-making on whether to outsource 
logistics functions and processes or perform them in-house (Rao & Young, 1994). The 
value proposition of 3PL providers should contain the capabilities required to perform 
a range and variety of basic to customised services. This continuum with multi-activity 
offerings is recognised in the relationship-marketing paradigm applied in 3PL studies, 
as indicated below. 

“…a relationship between a shipper and third party which, compared with basic services, has 
more customized offerings, encompasses a broader number of service functions and is 
characterized by a longer-term, more mutually beneficial relationship” (Murphy & Poist, 
1998:26)
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Provider selection, which is a critical issue in any supply chain relationships (Fynes et 
al., 2005; Giunipero et al., 2006), is the initial phase of a (pre-contractual) purchasing 
process (Andersson & Norrman, 2002). It has traditionally involved determining terms 
of trade such as price, quality and delivery (Sink & Langley, 1997). Equally important, 
logistics services should encompass relational dimensions of joint collaboration (Min et 
al., 2005), duration and equal sharing of both benefits and risks (Skjoett-Larsen, 1999; 
Bowersox et al., 2003). Moreover, economies of scale and scope are obtained though 
shared resources and superior services, at lower costs (Abrahamsson & Wandel, 1998). 

B) Holistic perspective

In services outsourcing, differing from component outsourcing in terms of monitoring, 
people-dependence and magnitude of variable buyer preferences in regard to ultimate 
customers, holistic perspectives have received more attention (Maltz & Ellram, 1997). 
“Holistic” emphasises approaches that are characterised by more relational dimensions 
of exchanges (see e.g. Moore & Cunningham, 1999; Knemeyer & Murphy, 2005a) with 
examination of two or more sides of exchange relationships to enable measurement of 
relational symmetries (Klein et al., 2007). Thus, the number of interfaces in the service 
setups has also contributed to a holistic perspective, where multiple relationships form 
business logistics activities (Maltz & Ellram, 1997). 

Based on a literature survey by Razzaque and Sheng (1998), scholars claim outsourcing 
of logistics functions to be no different from other procurement processes. However, in 
contrast to component outsourcing, procurement of logistics services is concerned with 
series of transactions, multiple external interfaces, and monitoring over time (Maltz & 
Ellram, 1997). It is one reason for the influence of marketing disciplines on logistics 
research, with emphasis on relational dimensions, such as customer satisfaction (Innis 
& La Londe, 1994), value added process (Leahy et al., 1995), and the mutually beneficial 
performance outcomes (Murphy & Poist, 1998). 

Innis and La Londe (1994) suggested further research effort on the integration between 
logistics and marketing functions due to the attribute of customer service in business 
exchange relationships. The relationship-marketing paradigm has influenced research 
in logistics by emphasising a connection between physical distribution and marketing 
functions. The paradigm adopts the philosophy of customer service processes towards 
value creation, added to exchange services (Leahy et al., 1995). The debated alignment 
between the relationship-marketing and logistics disciplines has received attention and 
“...the marketing-logistics orientation focuses on the notion that logistics can create 
competitive advantage and its link to the marketing mix.” (Kent & Flint, 1997:27).  

Customer service is a vital element in physical distribution and logistics. However, the 
business-to-business context is much more rational than consumer markets, which can 
reduce the importance of attitudes (Innis & La Londe, 1994). Hence, the argument may 
be interpreted as more emphasis on financial rationale in business-to-business contexts 
than in consumer markets. Hence, rational decision-making is present at the expense of 
certain effective attitudes in transactional and relational exchanges, in the business-to-
business context. Profit-making behaviour in the logistics market and of its actors in 
3PL overlooks to some extent the advantages available through relational dimensions 
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and collaboration underlying the logistics relationship-marketing paradigm integration 
(Knemeyer et al., 2003) 

3PL business relationships have been studied along relational dimensions such as trust 
and commitment (Knemeyer & Murphy, 2004) and impact on performance (Knemeyer 
& Murphy, 2005a) to obtain mutually beneficial relationship outcomes (Halldórsson & 
Skjoett-Larsen, 2004). However, it may be anticipated that the relative benefits are not 
necessarily stable and sustainable over time, which would require certain correlation of 
the beneficial outcomes in relative terms. Thus, relational exchanges’ outcomes may be 
determined by circumstantial market conditions, requiring constant questioning of the 
business relationship (Blois, 2003). Consequently, previous research has indicated that 
trust, as such, can be regarded as risk (Ståhle & Grönroos, 2000). From a relationship-
marketing perspective, 3PL relationships can improve mutually beneficial performance 
outcomes but simultaneously contain negatively associated issues in the supply chains 
(Knemeyer & Murphy, 2004). 

The supply chain performance outcomes relate to several (more than two) supply chain 
actors. Thus, the value of one relationship or relational dimension might be offset by a 
reduction in another relational dimension, regardless of the contractual, transactional 
or relational characteristics of exchanges. The exploitation exposure of the “first-tier” 
logistics buyers requires information exchange and monitoring of immediate and non-
immediate logistics providers. Thus, there are unique challenges in the management of 
service-centred logistics exchange relationships that are simultaneously collaborative 
and competitive (Klein et al., 2007). 

However, we may conclude that research in the 3PL domain has largely been limited to 
the one-dimensional and holistic logistics buyer-provider dyads with a few exceptions 
discussing e.g. the different roles played by logistics service providers in a supply chain 
setting (Bolumole, 2003). 

C) The author’s view – linear serial dyads

The discussion mirrors the arguments presented to expand the unit of analysis from a 
study framework restricted to immediate dyadic and/or triadic exchange relationships. 
Thereby, the section emphasises the essence of why this research contributes to the 3PL 
literature and domain and justification for the view applied in a service tiering context. 

 “…few studies have so far focused on the strategies of logistics providers and their alliance 
forming and positioning behavior within the logistics service supply chain.” (Abrahamsson & 
Wandel, 1998:186) 

Capabilities required for 3PL services are highly sophisticated, and service providers do 
not necessarily have the resources in-house, resulting in utilisation of resources beyond 
the focal or first-tier 3PL relationships (Abrahamsson & Wandel, 1998), i.e. capabilities 
from vertical tiers. Capabilities are key inputs to value propositions6 of moving flows of 
material, information, and financial resources, regardless of who performs what, how 
and through whom.  

                                                       
6 Value proposition is a dimension of value that refers to the utility of the buyer of logistics services (Cox et al., 2001). 
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 “…close cooperation with TPL-operators who possess complementary competencies… [that 
requires] …resources and skills, which are controlled by other players.” (Skjoett-Larsen, 
2000:50)

Increasing logistics service requirements and complexity of services have created needs 
for process consistency, coordination, customer orientation and improved consistency 
of supply chain visibility (Lieb & Kendrick, 2003). Hence, the claim is valid here when 
one-stop shopping characterises a service arrangement or where supply chain visibility 
is challenging to obtain. 

“Relying on just one supplier may boost your buying power, but do you know who is supplying 
that supplier?” (Murphy & Poist, 1998:26) 

The use of 3PL services in logistics outsourcing has been discussed as a “dyad-by-dyad” 
phenomenon, which contains serial dyads (Mentzer et. el, 2001). Bolumole (2001:89) 
discussed the serial dyad-by-dyad view on logistics relationships where unit of analysis 
refers to a relationship, which, although dyadic in nature, is capable of influencing the 
nature of any other exchange relationships and logistics activities within its immediate 
supply chain. 

 “…work in this area focuses on the potential advantages and risks of outsourcing while very little 
attention is devoted to its potential supply chain effect and its implications for the roles played by 
individual members.” (Bolumole, 2001:88) 

Research on the relationship-marketing paradigm emphasises that customer service is 
regarded as a “...process that takes place between a buyer, seller and third party.” (Innis 
& La Londe, 1994:3), which perceives a 3PL services setup to be a set of three separate 
dyadic relationships linking seller, buyer and logistics service provider in supply chains. 
However, it is worthwhile noting that a logistics service provider may be significantly 
more powerful than services buyers due to diversification opportunities, i.e. increasing 
independence, from multiple logistics links (Abrahamsson & Wandel, 1998). Hence, the 
3PL providers often use more specialised sub-suppliers outside the logistics triad. 

“Additional research questions must be addressed for further understanding of how other 
strategic factors impact logistics triads.” (Larson & Gammelgaard, 2001:80) 

Pires and Neto (2008) argued that the “supply chain” concept comprises suppliers and 
customers of connected organisations from initial sources of resources to end product 
consumption points. However, only a few studies have been concerned with research 
questions related to 3PL (contractual) exchanges of tiered service structures, denoting 
actors in and between linear serial dyads, used as a:  

“...vehicle for the generation of more generic insights into the dynamic behaviour of inter-
organisational relationships and networks.” (Selviaridis & Spring, 2007:142). 

In the context of 3PL, few studies have so far focused on the “external context”, which is 
represented by a general macro environment (i.e. technological development, economic 
trends, and regulatory environment) and supply chain positioning (e.g. type of business 
links among actors in the chain, processes and structures) (Marasco, 2008). Hence, the 
majority of research has focused on the firm level through the lenses of either logistics 
service buyers or providers (Selviaridis & Spring, 2007), or from the dyadic perspective 
of relationship governance (Halldórsson & Skjoett-Larsen, 2006). 
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“Studies focusing on the external context of TPL may be found rather scanty when compared 
with the large amount of contributions addressing issues of the internal context of TPL.” 
(Marasco, 2008:134) 

Consequently, previous research recommendations call for further research on sub-
supplier involvement in order to find the possible consequences of a certain position in 
a supply chain and avoid mismatches in logistics service buyer preferences and values 
(Davis-Sramek et al., 2007). Consequently, this thesis is not concerned with supply 
chain management but parts of logistics service supply chain processes. Thus, the view 
applied to service tiering in 3PL, from a buyer perspective, is rather one-dimensional 
(i.e. not holistic) but acknowledges and captures potential influence from serial (non- 
immediate) dyads on the focal relationships between first-tier 3PL services buyers and 
providers. The view and logic are illustrated by the dotted circle in the figure. 

                         3PL provider    3PL buyer
Servcie tiering

Supplier´s Supplier Organisation Customer   Custom er´s
supplier   custom er

Figure 1 Linear serial up-/down-stream dyads (Mentzer et al., 2001:5) 

A linear serial dyadic view that is adopted in the thesis is applicable in several levels in 
supply chains, as a first step or phase to manage supply chains (Cooper et al., 1997). It 
is not assumed that 3PL service buyers operate as channel integrators with key players. 
3PL service buyers remain to manage immediate channel members, while leaving other 
non-immediate dyads beyond their immediate control to be managed by the first-tier 
suppliers (Fawcett & Magnan, 2002). Thus, the scope and positioning are attributable 
to a linear serial/sequential dyadic relationship setting in the 3PL context (Håkansson 
& Persson, 2004). The concept of dyad should here be understood as the unit and scope 
of the relationship setting, and not as any effort to data or pattern matching through 
examination of two sides of 3PL services exchanges (that enable measuring of relational 
dyadic symmetry) (Klein et al., 2007). The following figure illustrates the view adopted, 
and a presumption of lack of direct control beyond the first tier, by emphasising linear 
serial dyads containing both compatibility and competitive dependencies among supply 
chain actors. 
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Figure 2 Different approaches to managing linear serial dyads (Cooper et al., 1997:71) 
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The (first-tier) “buyer perspective” taken up in the study, as suggested in the thesis title, 
emphasises the recognition of the most effective strategies to manage exchange under 
certain circumstances. A major drawback of a one-dimensional buyer perspective is the 
static view of service providers by assuming that buyers devise their strategies without 
understanding providers’ responses to these strategies. This is especially the case in 
service tiering, which not only assume provider responses to buyer strategies, but also 
provider side appropriate strategies encompassing sub-suppliers beyond the first-tier 
or primary logistics services providers. Hence, this is to say that any first-tier logistics 
service buyers may be exposed to unknown actors from a broader use of the logistics 
services markets, which is not necessarily triggered by any buy-side initiated changes in 
strategies. As an avenue for further research, the drawback mentioned can be overcome 
by a research design where data or pattern matching through the examination of two or 
more sides of exchange relationships is carried out to enable measurement of relational 
symmetries (Klein et al., 2007). 

An empirical remark

The survey (The Economist, 2006) on logistics showed a clear indication of concerns 
related to logistics issues related to risks in supply chains. As a general rule in economic 
fundamentals, return on investment (value appropriation) and risk interplay7, which 
requires market actors to assess inherent risks in business conducts. The quotations 
emphasise issues related to sub-supplier involvement in 3PL services. It calls for a risk 
perspective due to broader use of the logistics services market, from a logistics buy-side 
perspective.

“…logistics business is one of the marvels of the market, but it is not without its risks… [that 
concern] …internal problems, like bad planning or the choice of an unreliable sub-contractor.” 
Moreover, logistics service buyers may rely on a single source service provider to “…increase 
their buying power… [but do not know] …who is supplying that supplier… [and/or] … where 
some of their lower-tier suppliers are based.” (The Economist, 2006:12)  

The buy-side perspective refers to 3PL buyer perceptions of the potential influence (or 
effects) from no or limited direct monitoring alternatives of 3PL relationship outcomes 
in a supply chain process with unknown logistics service providers. Logistics services 
with sub-suppliers beyond focal 3PL service relationships are here referred to as service
tiering or tiered service structure in logistics service processes. Limited visibility across 
tiers, which is an issue found in recent managerial and academic debates (e.g. Bitran et 
al, 2007; Francis, 2008; Rao & Goldsby, 2009) imposes challenges for uncertainty and 
supply chain risk management. 

“Maintaining visibility down to the...across a number of enterprises is no easy task.” (CSCMP, 
Supply Chain Quarterly, 2008:50) 

In conclusion, as indicated from the academic and managerial viewpoints, the essence 
of and justification for taking a one-dimensional service buyer perspective of service 
tiering, is potential exposure to influence of actors employed beyond first-tier logistics 
service providers. From an academic viewpoint, the extended view that encompasses 
serial dyads provides insight into positioning behaviour of supply chain actors and the 

                                                       
7 If outsourcing can provide economic value to supply chain actors, it would not be a risk-free alternative as managers 
have considered it to be (see e.g. Lonsdale & Cox, 1997). 
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buyer perceived impact on exchange within a logistics triad. Justification for the thesis, 
from a managerial viewpoint, can relate to management of fragmented logistics service 
supply chains, flows of information and resources across tiered service organisations, 
service quality, and proactive terms of trade follow-up and alternative courses of action. 

1.3. Problem description – a channel view

The problem area description is guided by and anchored to content-specific literature 
on logistics, supply chain and distribution channel theory. This literature was chosen 
due to 1) a critical stance or aspects concerning broader use of markets, 2) transactional 
versus collaborative exchanges, and 3) the indicated one-dimensional focus to improve 
what can be obtained from any transaction without regard to the supply- or buy-sides. 
Network theory literature represents an alternative discipline. However, this discipline 
is more known to be descriptive rather than explanatory, and thus regarded as less 
purposeful for this thesis (please refer to section 2.5.1.). The discussion emphasises the 
model of transaction based logic based on power positions, which is currently the most 
common and dominating paradigm in most industries (Arlbjørn et al., 2008). 

Service tiering assumes one-stop shopping opportunities for 3PL service buyers as 3PL 
providers decompose the required services partly performed by the sub-suppliers. The 
number of logistical links to sub-suppliers are multiple and may impose “price-making” 
behaviour (Marsden, 1983), i.e. self-interest value appropriation in the supply chain. 
Variances in the number of direct and indirect contacts with channel members restrict 
access to different channel alternatives, which can result in various restricted exchange 
situations where channel members may influence terms of trade. The intermediary role 
of 3PL providers is assumed in a service tiering context. Intermediary market positions 
create opportunity to influence the terms of trade between channel members. 

“…transfers of resources between unconnected actors may occur if they are mediated by 
intervening linkages. The implicit exchange rates involved will be determined, not by the 
dependencies on one another of the actors involved, but by their exchange rates with the 
mediating actor(s).” (Marsden, 1983:692) 

As the “supply chain” perspective implies that organisations depend on up-stream and 
down-stream supply chain members, business and relationship successes may be very 
difficult to decompose and measure. New and Payne (1995) note that empirical data on 
supply chain improvement tends to cloud issues related to who is benefiting and who is 
paying. They conclude that a “partnership” as a construct is open for multiple meanings 
and interpretations due to the variety of asymmetrical perceptions of the commercial 
relationships and abuse of power. Thus, not every supply chain relationship is strategic, 
and devoting the resources needed for maintaining collaborative relationships can lead 
to conflicts and inefficient relationships (Davis-Sramek et al., 2007).  

Compatibility and functionality must be prerequisites for any value matching between 
supply chain members, but need not be collaborative and relational. This is indicated in 
the figure. 
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Figure 3 Functional and dysfunctional exchange (Davis-Sramek et al., 2007:47) 

Based on Emerson (1962), the bargaining positions may be determined by the extent to 
which exchange partners dedicate time or resources to the focal relationship. Supply 
chain actors have been found to be reluctant to integrate and share information with 
other organisations in the supply chain, some of which may be competitors (Williams & 
Moore, 2007). As a result, more dominant organisations exercise power for integration 
and operational efficiencies. This is evident in the 3PL context as well, where the power 
balance between contracting parties is a significant success factor for an inter-company 
relationship (Selviaridis & Spring, 2007). Mutual value-creation (e.g. increased profits 
and reduced costs) may improve or deteriorate the bargaining positions, and may occur 
whenever channel members’ dependence increases in response to the value-creation 
initiative undertaken by another exchange partner (Hammervoll, 2009).  

Those relationships that are subject to asymmetric dependencies between parties may 
be dysfunctional, less trusting, and less stable than symmetric relationships (Mentzer et 
al., 2000). Serial (or sequential)8 interdependencies increase exposure to exploitation 
opportunities for other supply chain members to utilise (Håkansson & Persson, 2004). 
Thus, it is concluded that service tiering beyond primary service providers may have an 
effect on cross-dyadic power dependencies. 

There is certain evidence that buyer-provider relationships are likely to be attributable 
to relatively high instability levels and tend to fail and terminate at excessively high 
rates (Das & Tang, 2000). Davis-Sramek et al. (2007) state that a possible reason for 
high failure rates is the emphasis on understanding the supply chain partners’ value, 
whereas exchanges tend to be one-sided. For compatible exchange9 in a continuum of 
transactional and collaborative exchange, each organisation should recognise what it 
individually wants out of the particular exchange relationships (ibid.). Hence, although 
emphasis has been on close inter-company relationships with a holistic perspective, 
collaborative exchange is not, nor should be, the ultimate goal for inter-organisational 
relationships. That is to say that every transacting supply chain actor secures the value 

                                                       
8 Serial/Sequential dyadic relationships refer to situations where the performance of one supply chain member becomes 

the input to another supply chain member (Håkansson & Persson, 2004). 

9 Following Davis-Sramek et al. (2007) “exchange” is interpreted in a general sense to encompass the whole range of 

business transactions that take place in a supply chain. 
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appropriation opportunity, i.e., price-making behaviours (Marsden, 1983), which are 
closely related to power circumstances (Cox et al., 2001) and a more rational perception 
of dependence (e.g. Rinehart et al., 2004; Golicic & Mentzer, 2006). An example in the 
logistics outsourcing context, given higher revenue opportunities, are service vendors 
willing to restructure themselves to support customer needs (Tsai et al., 2008). 

Distributable outcome, which is generated by the value that is allocated to and received 
by immediate channel members in the supply chain, approximates the notion of “total 
channel profits” (Scheer et al., 2003) available for channel members to be distributed 
and appropriated. Value refers to equity10, which is a significant determinant of social 
exchange. Ring and Van de Ven (1994) define equity as fair dealing that does not 
require inputs or outcomes to be always divided equally among supply chain members. 
However, norms of equity behaviour are based on assumptions that supply chain actors 
maximise gains and minimise losses in exchange relationships, which implies sharing 
of both benefits and burdens (ibid.). Cooperative norms enable the understanding of 
expectations that exchange parties have about achieving mutual and individual goals 
jointly (Cannon & Perreault, 1999), and serve as safeguards in the inter-organisational 
exchanges (Jap & Anderson, 2003). To sum up, service tiering may have an effect on 
first-tier service buyer’s exposure to sub-optimisation by supply chain actors and price-
making behaviour, on the premises of strong (intermediary) market positions between 
linear11 serial dyads. In addition, cooperative norms have an effect on uncertainty and 
understanding of partner intentions in the service tiering context as well. 

Information is regarded as a scarce resource that may be unevenly distributed for the 
strategic purpose (Douma & Schreuder, 1998). It implies that information asymmetries 
are exploited by economic actors12, resulting in the efforts to seek efficient contractual 
arrangements that reflect the amounts of relevant information obtained in relation to 
the information requirements. Hence, the choice between organisations and markets is 
explained by the information requirements of transactions (ibid.). In a logistics context, 
sufficient information may improve the recently stated lack of awareness of the wider 
range of channel members on which first-tier logistics service providers are dependent 
on for continuity (Christopher, 2005). 

Supply chain actors in logistics service supply chains can be either reluctant to share or 
refrain from information sharing related to service tiering (Fawcett & Magnan, 2002). 
This claim emphasises continuous assessment of the logistics provider and provider 
benchmark to ensure correlation between the length of relationships and performance 
measures such as rates of return and total logistics costs (Bagchi et al., 2005). Hence, 
information is valuable in terms of decision-making in the supply chain context on the 
basis of greater visibility (Simatupang & Sridharan, 2005), which is found to be limited 
also in Finnish organisations (Kemppainen & Vepsäläinen, 2003). Visibility enables the 
limiting of exploitation of dependencies, such as time (Håkansson & Persson, 2004). 

                                                       
10 Equity refers to how a party evaluates own input to a relationship compared to what is received in return relative to 

what the other parties contribute to the relationship and receive in return (Scheer et al., 2003), i.e. return in proportion 

to investments.

11 Please refer to section 2.5.1. for an explanation of the notion of “linear serial dyads”. 

12 “Economic actors” are interpreted as actors on the market who possess bounded rationality only based on processing 

of information that is available to them (Douma & Schreuder, 1998).
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Supply chain visibility, as a concept of multiple interpretations, is broadly adding to 
miscommunication and confusion (Francis, 2008). It is therefore assumed that service 
tiering beyond primary service providers may have an effect on visibility between linear 
serial dyads due to information deficiencies and constraints. 

Governance modes of different forms of transactions are found in empirical assessment 
in various transaction cost settings (David & Han, 2004). The most tested dimensions 
of transaction cost theory have been asset specificity and uncertainty of transactions 
(Rindfleisch & Heide, 1997; David & Han, 2004; Halldórsson & Skjoett-Larsen, 2006). 
Transaction cost acknowledges transactions in the continuum between hierarchy and 
markets, and costs of information problems and requirements in external transactional 
settings, and the related choices of organisations (Douma & Schreuder, 1998). Hence, 
service tiering is regarded as a movement towards more market-governed modes of 
transactions and may require efforts to obtain information to reduce and limit visibility 
deficiencies between dyads, resulting in an effect on transaction costs. 

Harrison and van Hoek (2008) point at different levels of risk; of immediate responses 
(immediate risk readiness) and the focus on developing contingency plans (structural 
risk readiness). Immediate risk readiness contains aspects of supplier related locations, 
vulnerability, capabilities and consideration of alternatives to maintain operational and 
financial sustainability, from the buyer perspective. Even though risk management is 
found in previous research, the supply chain context is limited due to the absence of a 
supply chain orientation (Juettner, 2005), i.e. knowledge gained form one-dimensional 
perspectives. Therefore, the supply chain context requires symmetrical recognition of 
dependency, which becomes inhibited by different corporate goals across at least three 
firms (ibid.), e.g. a linear serial dyadic setting. 

Recently, strategic and inter-organisational issues have pointed at different roles played 
by 3PL services providers in client supply chains (Bolumole, 2003). Potential problems 
and industry dynamics incorporate continuous price pressures and growing interest in 
a broader scope of global services, large scale mergers and top executive participation 
in decision-making processes (Lieb & Kendrick, 2003). 3PLs have been regarded as 
support alternatives for supply chain strategies (Bask, 2001) with either asset and/or 
non-asset owning (Lieb & Kendrick, 2003) 3PL service providers, depending on the 
roles played by each provider. It raises questions and issues related to management and 
control over logistics services performed in tiers beyond immediate contractual and/or 
relational control mechanisms (Kemppainen & Vepsäläinen, 2003; Bagchi et al., 2005), 
which are found to have impact on supply chain risk and uncertainty (Rao & Goldsby, 
2009). 

The issue of dependence among supply chain members was recently still recommended 
to be taken into account for the alignment of extended strategic collaboration beyond 
focal relationships in the 3PL context (Selviaridis & Spring, 2007). Thus, service tiering 
in 3PL may have an effect on perceptions of risk related to sub-supplier involvement, 
from the first-tier buyer perspective. 

Based on the discussion, issues reflected are 1) value appropriation based on strategic 
imperatives of dyadic power dependencies; 2) potential visibility deficiencies between 
dyads; 3) services representing a movement towards a more market governed mode of 



14

transactions; and 4) perceptions of risk from broader utilisation of tiered 3PL logistics 
services markets, with limited indirect monitoring opportunities from a first-tier buyer 
perspective. To sum up, research supports the problem description by emphasising the 
impact of channel members in logistics service supply chains, in order to assess the 
dynamics, critical success factors and channel power, which may still be in its infancy. 

“In fact, the typical statement regarding the management of second-tier suppliers is, “We expect 
our first-tier suppliers to manage those relationships”. Few companies follow-up to verify that 
their first-tier suppliers are proactively managing their own suppliers.” (Fawcett & Magnan, 
2002:351)

1.4. Research aim, objectives and questions 

There is a wide body of literature that focuses on buyers and providers of 3PL services, 
from respective viewpoints and mutual relational dimensions, within dyadic and triadic 
exchange settings. This thesis is predominantly conducted from buy-side perspectives 
on 3PL logistics services, but deviates from inevitable delimitation of (first-tier) dyads 
and triads as units of analysis. The overall aim is to develop a conceptual framework on 
service tiering in 3PL and evaluate the framework from the first-tier buyer perspective 
and linear serial dyadic viewpoint. Quantitative and qualitative methods are utilised to 
evaluate the proposed conceptual framework. This research aim is further divided into 
distinct research objectives (2) and questions (2). 

The first objective is to develop a conceptual framework by content specific components 
derived from theories and perspectives in neo-behavioural (e.g. relationship-marketing 
perspective and industrial network/social exchange theories) and neo-institutional (e.g. 
information economics and transaction cost theory) paradigms. 

1) In the service tiering context, are there associations among the (transactional and 
relational) exchange attributes dependence, cooperative norms, equity distribution, 
information exchange, transaction cost attributes, and perceived risk? 

The second objective is to obtain an understanding of issues of more market governed 
logistics activities beyond first-tier buyer-provider (non-)contractual exchanges. Thus, 
the discussion builds on a critical stance to service tiering where first-tier buyers may 
have no direct influence or control, i.e., an absence of multilateral agreements. This is 
assessed in both the descriptive and qualitative parts of the empirical study. 

2) What is the perceived effect of service tiering on logistics goals, issues, challenges, 
and risks? 

Referring to the first research question and key words of the thesis, the purpose is not 
to position the study or contribute to each field derived from the concepts mentioned. 
However, these concepts (e.g. exchange attributes) are used and applied as components 
of relevance in the service tiering context. Please refer to chapter two, e.g. section 2.8.1., 
for further information on key words grouped. 

The concepts used in the second research question (e.g. issues and challenges) are thus 
housed in more explorative fashion to capture deeper understanding of the perceptions 
of logistics services buyers, i.e. effects, of service tiering. Perceptions are captured in 
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both the quantitative survey as well as the qualitative assessment. Hence, the research 
is a mixture of explorative, rational and intuitive aspects, where the interactions of the 
researcher and subject under investigation play an important role (Ghauri et al. 1995). 
The second research question does indeed leave space for a wide explorative research 
agenda (see e.g. table 9 in section 4.1.1. for information on the content found). 

1.5. Limitations 

The author views the research process as largely guided and determined by a subjective 
interest in the topic, i.e. interest determined orientation. This issue may be translated 
into a direct limitation when it comes to a study that takes a more critical stance to the 
phenomenon. Thus, the topic and scope should by no means downplay the potential 
advantages provided in 3PL related to and generated by the service tiering phenomena 
under investigation. 

The (one-dimensional) buyer perspective taken in the thesis does not capture exchange 
relationship structures and/or characteristics between and across supply chain tiers. 

Another limitation of the dissertation is the empirical context in which the studies have 
been conducted. Regardless of the global reach of most respondent organisations, the 
geographical scope is limited to respondents in Finland. In addition, the studies were 
carried out during 2006-2007. However, the timeframe is not expected to remarkably 
impose questions on the justification or relevance of this thesis. Please refer to section 
5.1., for discussion on generalisation and overall relevance in light of the limitations. 

1.6. Definitions 

The following concepts are used throughout the thesis. They have been selected and 
applied based on the aspects of their definitions or explanations that elaborate the main 
ideas of the study. Adequate specifications of the conceptual meaning of the central 
concepts are outlined before each of the definitions. 

The definitions of logistics management and logistics activity emphasise functional 
activities repeated in and throughout channels, where scope and complexity take many 
different forms. 

“Logistics management activities typically include inbound and outbound transportation 
management, fleet management, warehousing, materials handling, order fulfillment, logistics 
network design, inventory management, supply/demand planning, and management of third 
party logistics services providers. To varying degrees, the logistics function also includes sourcing 
and procurement, production planning and scheduling, packaging and assembly, and customer 
service.” (Council of Supply Chain Management Professionals, 2009) 

“Logistics activity...is a collection of functional activities that are repeated many times 
throughout the channel through which raw materials are converted into finished products.” 
(Stefansson, 2006:79) 

Logistics outsourcing can be defined as the use of third parties who perform either all 
or part of a company's logistics activities. This means that all logistics alliances can be 
classified as logistics outsourcing relationships. However, not all logistics outsourcing 
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relationships are alliances. It is possible for the logistics outsourcing relationships to be 
transactional and exhibit no alliance characteristics. 

“…the use of a third party to perform all or part of a company’s logistics functions.” (Moore & 
Cunningham, 1999:105) 

Harrison and van Hoek (2008) note that supply chain tiers denote groups of partners. 
To the best knowledge of the author, no definitions of tiered service structures and/or 
service tiering have been suggested in the logistics field or 3PL domain. The definition 
suggested here is a modification of the definition of the logistics service intermediary 
(LSI) function found in section 2.3. 

A set of actors in the distinct supply chain, with the mediator that assembles capabilities of its 
own organisation and other organisations to design, build and manage logistics functions and 
services to fulfil contractual undertakings. 

As mentioned, the thesis is not concerned with supply chain management, but a supply 
chain setting is acknowledged, and hence 3PL represents “...multiple facets that share 
some important features of SCM relationships.” (Halldórsson et al., 2007:285). Useful 
definitions of the supply chain contain the direct, extended and ultimate supply chain 
members. Even though the definition used here implies sets of entities, adopted from 
Mentzer et al. (2001), the processes between supply chain entities (Pires & Neto, 2008) 
assume constant change. 

“…a supply chain is defined as a set of three or more entities (organizations or individuals) 
directly involved in the upstream and downstream flows of products, services, finances, and/or 
information from a source to a customer.” (Mentzer et al., 2001:4) 

For the purpose of the thesis, the definition of third-party logistics should contain the 
potential of deviations from a relatively equal distribution of value and transfer of risks 
indicated by the expression “without taking title”. Hence, this definition of third-party 
logistics is found to be useful with regard to the problem description, as it emphasises 
business opportunities for the supply chain actors but leaves business risk exposure of 
the content to be provided by logistics services providers (including their sub-suppliers) 
with the first-tier (or primary) logistics services buyers. 

“Organizations use of external providers, in intended continuous relationships bound by formal 
and informal agreements considered mutually beneficial, which render all or a considerable 
number of the activities required for the focal logistical need without taking title.” (Berglund, 
2000:19)

In general, logistics is about creating value, expressed in time and place (Ballou, 1999). 
Value, which is a key concept in this thesis, is assumed to be absorbed and appropriated 
in exchanges between dyads in a supply chain. Hence, value becomes distributed based 
on the supply chain actors’ compatible inputs, and roles, related to underlying logistics 
activities.  

“…the desired end-state the focal firm has with another exchange party.” (Davis-Sramek et al., 
2007:46)

Power is defined as the sum of dependencies with directly and indirectly linked actors, 
rooted in the patterns of control and interests in (extended) cross-dyadic relationships. 
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“Actor j´s power, then, is defined as the sum of the dependencies of other actors k on j, weighted 
by their power.” (Marsden, 1983:689) 

As the thesis acknowledges sub-optimisation between actors involved in a 3PL service 
arrangement, information exchange indicates a willingness to share certain proprietary 
information among supply chain members. However, note that the actual statement of 
the usefulness of information is left open for circumstantial conditions.  

“…information exchange as expectations of open sharing of information that may be useful to 
both parties.” (Cannon & Perreault, 1999:441) 

The definition of transaction costs should emphasise the presence of transaction cost 
fluctuations throughout the duration of an exchange relationship. The transaction costs 
generated from contractual arrangements on the premises of a distinct market position 
are of primary concern. 

“In recurrent interorganizational exchange relationships transaction costs are generally defined 
as the costs of writing, monitoring, and enforcing contracts.” (Bello et al., 1997:122) 

Risk perception is conceived as a risk of sub-optimisation among supply chain actors, 
and thus logistics service buyers´ interpretation of the exposure to a certain channel 
position or situation. Thus, risk is regarded as the channel-related risk of sub-optimal 
interaction and cooperation exposure between firms, and vulnerability potential from 
visibility deficiencies beyond first-tier service providers, which relates to the problem 
description of this thesis. 

Risk perception “…is defined as a channel member’s assessment of the risk inherent in a 
particular situation.” (Pennings & Wansink, 2004:699) 

1.7. Ontology, epistemology and methodology 

Theory is a prerequisite for both generalised knowledge and knowledge creation, and is 
described as a structured set of assertions about structure and generic behaviour that 
are assumed to hold throughout a broad range of specific circumstances (Dunn et al., 
1994). Objectivity is an important determinant for capturing reality independent of 
individual perceptions requiring researchers to discuss individual views of the nature of 
the world, and human beings in social context (ontology), how knowledge comes about 
(epistemology) and data collection methods (methodology). Consistency between these 
aspects should be maintained in research. 

Different researchers may draw different conclusions from an observation. Ontology in 
a normative sense emphasises that social phenomena are independent of surrounding 
factors. Hence, the reality is fixed to one form and that there are no other perceptions 
(McKelvey, 1997). In contrast, the more interpretive approaches regard reality as social 
phenomena that contain different meanings. Consequently, one factor may influence 
the change in social contexts (Little, 1991).  

This thesis adopts a critical realist view by which it is acknowledged that theories and 
science relate to social relations (Marsden, 1993). Hence, the critical realist claims that 
knowledge creation is guided by reality and not by means of obtaining knowledge. It 
means that a realist researcher seeks to find reality (and not create it), which is socially 
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constructed with complex, and mutual, causal relationships (Wicks & Freeman, 1998) 
and depends on the particular contexts (Tilley, 1980). In conclusion, this study does not 
seek to propose any predictive content or model, but to evaluate proposed associations 
of a conceptual framework of service tiering from a buyer perspective in a 3PL context. 

Epistemology refers to the range of means to acquire knowledge. The epistemological 
assumption in this thesis is based on the explorative paradigm through investigation by 
the choices of natural sciences that enable conclusions of events that follow value free 
and consistent patterns (Chia, 1997). The conceptual framework developed is evaluated 
by empirical data requiring objective scientific methods. However, buyers’ perceptions 
are explored by multiple case study methods, which enable further assessment of social 
or non-material factors, e.g. power positions in supply chains (Aastrup & Halldórsson, 
2008).

Finally, methodological assumption focuses on methods assessment used for obtaining 
data. Use is made of methodological triangulation, which combines the quantitative 
and qualitative techniques to further enrich logistics research (Mangan et al., 2004). 
Chapter three presents the data collection methods in detail. The shaded area in the 
table indicates the methodological assumptions, and indicates positioning and the main 
choices made by the researcher. 

Table 1 Methodological positioning and research methods (Meredith et al., 1989:309) 

Natural Artificial

Direct  observ a t ion  
of object  rea lit y

Peoples' percept ion s of 
object  rea lit y

A rt ificia l  recon st ru ct ion  
of object  rea lit y

Rational A xiom a t ic 1 ) Rea son /Log ic/Th eor em s

2 ) Nor m a tiv e m odelin g

3 ) Descr ipt iv e m odelin g
Logica l  
posit iv ist / 
Em piricist

1 ) Field stu dies         
2 ) Field ex per im en ts

1 ) Su r v ey  r esea r ch               
2 ) Str u ctu r ed in ter v iew in g

1 ) Pr ototy pin g                         
2 ) Ph y sica l m odelin g                 
3 ) La bor a tor y  ex per im en ts     
4 ) Sim u la t ion

In t erpret iv e 1 ) A ct ion  r esea r ch    
2 ) Ca se stu dies

1 ) Histor ica l a n a ly sis            
2 ) In ten siv e in ter v iew in g       
3 ) Ex per t  pa n els                     
4 ) Fu tu r e scen a r ios                 
5 ) Delph i

1 ) Con ceptu a l m odelin g           
2 ) Her m en eu tics

Existential Crit ica l  T h eory 1 ) In tr ospect iv e r eflect ion s
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1.8. Research process 
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Figure 4 Milestones in the research process 
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1.9. The structure of the thesis 

The thesis is divided into five chapters. Chapter two reviews relationship frameworks 
previously applied in logistics research. The section elaborates theoretical thoughts, 
both immediate and non-immediate dyadic relationships, dependencies in the buyer-
provider context, and the consequences of limited visibility beyond first-tier logistics 
service providers and its implications. Furthermore, transaction cost theorising and its 
usefulness in logistics research are discussed. The chapter includes the development of 
propositions13 to be evaluated in the thesis. These propositions are further presented as 
separate constructs14 with proposed associations constituting a conceptual framework 
and foundation for the empirical assessments. 

Chapter three concentrates on the methodological discussion on which the thesis is 
based. It describes the methods used for studying the subject and problem description, 
and the implications they have for the outcomes. The sample selection procedures, 
operational measures, data collection and measurement instrument are described in 
this chapter. 

Chapter four presents the empirical findings, including quantitative survey results and 
the qualitative post survey interview findings to find and combine the particularities/ 
varieties of average behaviour, and a discussion based on the study findings against the 
problem description. 

Chapter five includes conclusions of the thesis with analytical generalisation, reflections 
on the main research aim, previous research, and a concluding discussion of strengths 
and weaknesses of the thesis, and the potential avenues for further research. 

                                                       
13 Propositions are interpreted as empirically observable statements, and thus, extensions of the underlying and theory 

proposed. 

14 “Construct” is a term that helps to direct research and organise knowledge in order to explain or describe some aspect 

under investigation. Constructs have a systemic and an observational meaning.  The systemic meaning describes how 

each construct is interpreted, in relation to the theoretical setting to which it is applied. The observational meaning 

denotes that constructs should have explanatory power if properly operationalised, i.e., observable through measures. 

(Mentzer & Kahn, 1995)
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2 THEORETICAL FRAMEWORK 

Logistics research, compared to other more established disciplines, does not have a rich 
heritage of theory development (Mentzer & Kahn, 1995; Kent & Flint, 1997), and 
logistics still lacks a theoretical basis (Selviaridis & Spring, 2007). The same is true for 
the 3PL domain, in which advances in theory development, constructs and conceptual 
frameworks are called for (Marasco, 2008). Different research streams in logistics 
create knowledge by broadly utilising the variety of disciplines, borrowed concepts, 
principles, approaches and methodologies (Stock, 1997). The conventional tendency 
has also raised challenges for researchers in their efforts to collect, summarise and 
describe previous academic advances in logistics literature. Nevertheless, applications 
of different perspectives to the same complex reality are agreed to be the advantages 
and strengths of academic contributions in the field (Stock, 1997), especially in cases 
with latent variables15 (Dunn et el., 1994). 

This chapter starts by discussing contingencies from logistics activities, managed across 
organisational boundaries, for exchange and relational attributes. The discussion turns 
to relationships structure applied in 3PL research to arrive at the service tiering setting. 
Building on the power perspective to which the concepts of dependence and value are 
closely related, information economics, components of transaction cost theory and risk 
perceptions, the propositions developed result in a conceptual framework that ends the 
chapter. The theories (and perspectives) used have been given weight based on their 
relevance and applicability in a service tiering context (e.g. common use of transaction 
cost theory in research on organising across inter-organisational boundaries (Skjoett-
Larsen, 2000), the proposed use in supply chain related issues (Williamson, 2008), and 
consequently representing a total of four out of eight constructs used in the conceptual 
framework). 

2.1. Literature search 

The main literature search has been executed with the key words ‘‘third party logistics’’, 
“literature review”, ‘‘relationships’’, ‘‘conceptual framework”, “service tiering”, “power”, 
“information exchange”, “dependence”, “value”, “transaction cost” and “perceived risk”. 
The search for 3PL literature, and other relevant logistics and supply chain topics, has 
been iterative, as indicated in figure 4. The literature search has been conducted using 
the key descriptors outlined in the databases of ProQuest, ScienceDirect, EBSCO, and 
Emerald. Full text articles have been reviewed. The final literature updates from the 
journals have been executed in ELIN (Electronic Library Information Navigator). 

The key words of the thesis, also related to the literature search words, are frequently 
grouped and related to main theories and perspectives applied. To take an example, the 
concepts of power, dependence and value are grouped/related to the power perspective, 
which is a theoretical perspective applied to the service tiering context here. Hence, the 

                                                       
15 Latent variables, opposed to observable variables, are for instance customer service and third parties, not directly 

observed but rather inferred (i.e., underlie the observed variables) from variables that are observed and can be directly 

measured (Dunn et al., 1994). 
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note is made to stress that the purpose is not to participate in the discussion or make a 
contribution to different fields, but to emphasise that these concepts have been applied 
based on the relevance and contribution to the thesis content. 

The Nordic Logistics Research Network (NOFOMA) is a network of researchers in the 
Nordic countries conducting research in the field of supply chain management and 
logistics. The annual NOFOMA conference and its proceedings have to a certain extent 
guided the literature search along different streams. It is reasonable to assume that the 
network support research is delimited to a Nordic empirical case. In addition, the body 
of literature with the relationship-marketing paradigm is initiated by and found in the 
related doctoral modules. 

Emphasis is placed on theoretical frameworks based upon exchange frameworks that 
have been applied in previous conceptual and empirical studies on 3PL. Concepts and 
dimensions related to different relationship frameworks are assessed (e.g. dyads, triads 
or networks) to serve different study purposes. The literature review aims at three 
distinct objectives; (1) examine relationship settings and the underlying rationales for 
them; (2) review, discuss and elaborate on research gaps from both alternative and 
complementary views on the research aim; and (3) assess if previous research can be 
associated with services tiering and the working assumptions stated earlier. While the 
chronological order of past research does not determine the structure of the literature 
review, it is reasonable to have stringent 3PL focus, and to expand the discussion into 
broader context of inter-company exchange within the domain of logistics (Aastrup & 
Halldórsson, 2008). 

The key literature relates to structural exchange characteristics (e.g. scope, continuity, 
trust and commitment), and the strategy literature supports changing conditions in 
business, broadly translated into conditions affecting 3PL structures (Marasco, 2008). 
Moreover, literature should support a specific study and its angle of approach to topic 
and study objectives (Fisher, 2004). The literature review presented is an integrative16

literature study due to a conventional complementary ambition to use more than one 
research area for drawing up the agenda and research propositions. Refer to section 
five (section 5.3) for the discussion on combining theories and perspectives from neo-
behavioural and neo-institutional paradigms. The discussion on relationship structures 
in an inter-organisational context refers here to two dimensions, which are 1) relations 
(i.e., structures); and its 2) relational determinants (see e.g. Knemeyer et al., 2003) 
attributable to structural characteristics. 

2.2. Boundary and behavioural spanning – problematisation 

Kent and Flint (1997) argue that future research in logistics should contain matters of 
understanding behavioural issues, logistics service buyers’ perceptions of the logistics 
systems established, and their interrelated behaviours. The aim of the conceptual part 
of the thesis is not to provide complete overviews of 3PL literature, as recent exhaustive 
literature reviews (e.g. Selviaridis & Spring, 2007; Marasco, 2008) serve that purpose. 

                                                       
16 The integrative literature review is characterized by an effort towards a future research proposition or direction 

Mentzer & Kahn, 1995). 
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The literature framework points at the dynamic behaviour of inter-company entities 
(Selviaridis & Spring, 2007) and aims to propose a conceptual framework to explore 
and explain buyer perceptions of service tiering along with the effects (Marasco, 2008). 

Scope and issues of logistics services

The outsourcing of logistics activities is known to provide possibilities for measureable 
value to material and goods, new market openings and customer service (Razzaque & 
Sheng, 1998). In order to determine scope, a logistics service buyer must know, already 
at the pre-contractual stage of provider selection (Andersson & Norrman, 2002), about 
terms and conditions being the distinguishing determinants, e.g. service price quality 
and delivery, in the provider selection processes (Sink & Langley, 1997). Information is 
regarded as a major prerequisite for decision making, regarding the scope of services in 
efficient markets. Conversely, the conditions of efficient markets have been questioned 
in 3PL due to the information obscurity and “...problems with service supplier selection 
result from an inability of the competitive process to ensure an efficient market.” (Sink 
& Langley, 1997:173). The problems related to service scope may be grounded in the 
visibility in (efficient) markets (Francis, 2008), dependencies between logistic activities 
(Lewis & Talalayevsky, 2000), and buyer power/dependence structures of exchanges 
(Davis-Sramek et al., 2007). 

Moreover, the variety of logistics services provided and potentially “tiered”, for logistics 
activities of industrial organisation deserves attention. Leahy et al. (1995) reported the 
most common logistics services provided to buyers in the United States: distribution 
strategy development, electronic data interchange capabilities, reports on performance, 
freight consolidation and carrier selection, information management, warehousing, 
consulting, freight payments and rate negotiations. In addition, Boyson et al. (1999) 
added logistics services such as fleet management, packaging and product returns (i.e. 
reverse logistics). Logistics services such as freight payment/consolidation and customs 
brokerage indicated a significantly increasing trend from 2000 through 2003 in e.g. the 
North American market (The North American 3PL Market, 2004). The 3PL services 
provided have recently been more customised and tailored to specific needs of buyers 
for differentiation. The literature has proposed normative frameworks for organising 
between different types of 3PL services and supply chain strategies (e.g. Bask, 2001). 
Therefore, it is worthwhile to note issues related to outsourcing of logistics activities. 

Rao and Young (1994) found issues among logistics service buyers which were grouped 
into five categories; 1) closeness of the logistics activities to core competence; 2) control 
and risk liability; 3) operating service/cost trade-offs; 4) information technology and 
systems; and 5) market relationships. In a service tiering context, market relationships 
and control are interesting issues. Hence, market relationship issues relate to the cost 
of managing exchange relationships with several logistics service providers and the loss 
of buyer leverage due to many (sub-) suppliers. In turn, issues of control relate to the 
continuous measurement and monitoring of performance. As Razzaque and Sheng 
(1998) note, loss of control to 3PL providers has been the commonly raised issue that 
inhibits organisations from using logistics service providers. Other issues mentioned 
are reliability, responsiveness to changing circumstances, an understanding of buyers’ 
corporate objectives and difficulties in switching logistics services providers. 
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However, previous research has emphasised more operational issues as well. Selviaridis 
and Spring (2007) note that scholars have identified and discussed problems with 
respect to disruption or inbound flows, service performance, insufficient provider 
expertise and inadequate employee quality, sustained time and significant costs of the 
effort spent on logistics problem solving, inability of 3PL service providers to deal with 
changing circumstances and loss of customer communication. In addition, 3PL service 
buyers appear to be dissatisfied with 3PL providers’ information and communication 
technology capabilities, and thus rely on their in-house systems (van Laarhoven et al., 
2000). Hence, issues that are attributable to service tiering are found in early studies in 
the 3PL domain. In order to control logistics activities handed over to logistics service 
providers, possibly in different tiers, monitoring behaviour and flows of information 
become essential. 

Behaviours and information

The scope of logistics services can be a source of failure in the market in cases where 
value-mismatching between supply chain actors arises, attributable to communication 
and resources, and capacity (Davis-Sramek et. al., 2007). A mismatch in expected and 
received service offerings may also be due to strategic and operational misalignment 
(Murphy & Poist, 2000). The point is that 3PL relationships do not have to encompass 
characteristics of joint cooperation and equal benefits and risk-sharing (Skjoett-Larsen, 
1999), nor even be characterised as “relational” in the first place (Davis-Sramek et al., 
2007). The setup of logistics services may not be established upon certain long-term 
relationships embedded in mutuality of exchange. Hence, those capabilities required to 
fulfil logistics services may be employed by sub-suppliers, making the 3PL providers 
represent and play an intermediary role.  

As the quotation implies, intermediary roles (or primary logistics service providers) can 
improve margins by achieving both scale in capacity and stronger negotiating position 
vis-à-vis towards up-stream sub-suppliers. 

“…transfers of resources between unconnected actors may occur if they are mediated by 
intervening linkages. The implicit exchange rates involved will be determined, not by the 
dependencies on one another of the actors involved, but by their exchange rates with the 
mediating actor(s).” (Marsden, 1983:692) 

Moreover, it is worthwhile to note that 3PLs can be more powerful than buyers due to 
the forming of alliances and multiple logistical links. It provides some diversification 
opportunities, and advantages like economies of scale and scope are given shared 
resources and superior services at much lower level of cost (Abrahamsson & Wandel, 
1998). However, from the logistics service buyer perspective, the inclusion of “logistical 
links” of which the buyer has no direct control may result in premises that satisfy the 
more powerful party. Thus, the capacity required and/or provided is not necessarily in-
house, which results in tiered service structures (Abrahamsson & Wandel, 1998). 

Information exchange/transparency is increasingly important in buyers´ situations of 
intensive competition and rapidly changing market conditions (Menon et al., 1998). 
Reduced transparency and increasing obscurity of information may be the results of 
bilateral dependency beyond first-tier relationships, which may contribute to corporate 
vulnerability due to lack of visibility (Svensson, 2004). However, reluctance of the more 
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powerful party to integrate and share information with other organisations in a supply 
chain, of which some may even be competitors (Williams & Moore, 2007), results in 
sub-optimised advantages in operations. Following Moore (1998), equity behaviour 
denotes the sharing of positive and negative aspects reflected in relationships. Equity is 
challenging to obtain due to self-interest financial gains and implementation difficulties 
in gain-sharing agreements (Boyson et. al, 1999).  

From the behavioural point of view, managerial implications are found in the context, 
as changes in attractive opportunities in the market can direct attention away from the 
negative aspects involved in a particular alternative towards the potential advantages 
(March & Shapira, 1987). Hence, it may be anticipated that logistics outsourcing and 
perceptions of service buyers, with high expectations about advantages outcomes, may 
override the risks and misguide the buyer of logistics services. Following from this, 
limited visibility is related to risks in supply chains (Francis, 2008). Logistics services 
containing tiers of services, i.e., involve specialized sub-suppliers, can be argued to be 
attributable to the inherent risk of limited visibility of unique inputs or supply, referred 
to in supply chain literature as operating uncertainty constituting organisational risk 
(Rao & Goldsby, 2009). Thus, while information flows play a central role from a buyer 
perspective, costs related to information access are associated with transaction costs in 
any exchanges and contractual arrangements (Williamson, 1998). Recently, Williamson 
(2008) raised the questions of views of governance and the purpose served in the 
supply chain context. 

To sum up, power/dependence structures of the exchanges can be utilised to engage in 
a price-making (or inequity) behaviour enabled by the intermediary position in the 
supply chains. The mediating actors can share, or decide not to, exchange information
with organisations within supply chains. The costs associated with information access 
are associated with transaction costs and can thus be argued to be attributable to the 
risk from limited visibility related to a unique input or service supply. Consequently, 
previous studies indicate that there is an issue related to service tiering, derived from 
“tiers” for which a supply chain member (first-tier buyer) has no, or limited, possibility 
to control and influence. 

The following discussion is based and focuses on the italicized constructs in order to 
arrive at the research problem and to justify the research aim. These constructs are 
regarded as attributes related to inter-organisational behaviour and buyer perception of 
3PL services. Hence, research points out that future research should focus on buyer 
perceptions of 3PL providers, market differences in the underlying relationships, and 
drivers of exchange specific values (Davis-Sramek et al., 2007). 

Relational attributes

Lindskog and Andersson (2003) state that previous research in logistics has been less 
concerned with and devoted to questions such as adaptation of change phases and 
implementation, which are interesting from a behavioural point of view. The field is in 
fact influenced by economic and behavioural orientations,17 whereas the why/what

                                                       
17 Cost minimisation and profit maximisation characterise research in the economic orientation while the behavioural 

orientation concerns sociological and psychological aspects (Mentzer & Kahn, 1995:232).
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focus relates to the former and why focus to the latter. The thesis is concerned with how
buyer perceive service tiering, in light of the italicized constructs of power/dependence, 
equity behaviour, information exchange, transaction costs and risk in the 3PL context. 

The literature search for power dependencies, and 3PL literature in particular, yielded 
no results. Nor did extensive literature reviews of 3PL provide any such topics covered. 
In the literature review, Selviaridis and Spring (2007:135), who related “power balance 
between contracting parties” to success factors in inter-company partnerships made 
reference to the van Laarhoven et al. (2000:436) “over-dependence on single provider”, 
related to concerns in 3PL partnerships, Murphy and Poist (2000) building on the 
notion of hostile environment, and Lambert et al. (1999) reporting on “imbalance of 
power” related to partnership failure. We may conclude that past research on power 
dependencies in the 3PL context, and especially across serial dyads, is limited. 

Moore (1998) used the term equity behaviour, indicating a certain meaning of sharing 
of positive and negative matters that evolve in relationships. Moore and Cunningham 
(1999) examined logistics service buyers’ perceptions of equity, and its different levels 
in both alliances and transactional relationships. No differences were reported. The 
notion of “equity” has been defined by Ring and Van de Ven (1994) to denote a fair deal 
which does not require inputs or outcomes to be divided equally among parties. Any 
references to equity have not been found in 3PL literature. In addition, cooperative 
norms of equity refer to fulfilment of commitments and an equitable relationship (Van 
de Ven & Walker, 1984). Thus, whereas cooperative norms are regarded as a safeguard 
in the inter-organisational context (Jap & Anderson, 2003), the construct is included in 
this study to serve as an independent variable to perceive equity behaviour. 

Information exchange in 3PL literature is approached from a technology perspective by 
which it contributes to strategic advantage (Virum, 1993) of a 3PL provider (Lai et al., 
2006), and when information constitutes the critical element for competitiveness from 
higher levels of relationship integration (Evangelista & Sweeney, 2006). Furthermore, 
information sharing has been found to be a component in the trust-building processes 
(Tian et al., 2008). Information exchange is stated to be crucial in buyers´ competitive 
market positioning (Menon et al., 1998), and a critical component of integration in the 
selective information exchange cases, resulting in some limited visibility (Bagchi et al., 
2005) in supply chains. Studies on firms’ vulnerability in up- and down-stream supply 
chains emphasise that visibility is determined by the transparency and obscurity of 
information (Svensson, 2004). Hence, visibility deficiencies appear in situations of low 
information exchange. This has implications for decision-making and adaptation to 
change (Simatupang & Sridharan, 2005). We can conclude that 3PL research has not 
addressed issues of information exchange between linear serial dyads. 

The governance issues of transactions acknowledge changing characters of organisation 
over time and determine whether firms undertake operational activities in-house or use 
the prevailing markets at hand. Williamson (1998:17) claimed that “...any issue that can 
be formulated as a contracting problem can be investigated to advantage in transaction 
cost economizing terms”. Transaction costs theory is useful for the “how” questions 
related to the structuring of supply chain operations and relationships (Halldórsson et 
al., 2007). The authors suggest that the theoretical platform serves in particular 
research questions related to positions and roles of participants in the supply chain. 
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The 3PL studies that have been adopted have concerned e.g. the conditions under 
which 3PL as the governance (hybrid) mode is worthwhile undertaking (Skjoett-Larsen, 
2000). However, in a service tiering context, logistics activities performed by any sub-
supplier are regarded as certain movement towards a more market governed mode of 
transaction. The short-term operations (‘contracts’) and arm´s length transactions may 
better describe exchange situations. Thus, and again, a ‘contractual’ undertaking is not 
necessarily attributable to a long-term exchange relationship, but serves only as its 
metaphor (Eisenhardt, 1989a). In a logistics outsourcing and positioning context, firms 
need to be simultaneously collaborative and competitive (Klein et al., 2007). 

Risk issues have been discussed in the logistics and supply chain domain, but not to any 
large extent in 3PL literature in particular. However, reference has been made to “third 
parties”. The concept of risk is found to be an influencing and critical factor in logistics 
research from both buyer and provider perspectives (La Londe & Cooper, 1989). Risk 
liability arguments are reflected in the lack of information on service options and firm 
strategy (Rao & Young, 1994), loss of control (Razzaque & Sheng, 1998), and risk 
sharing in principal-agent relationships (Agrell & Norrman, 2004). Management of risk 
in advanced logistics outsourcing has received attention (Andersson & Norrman, 
2004). Risk and risk management have been an issue in supply chain management in 
general. However, the 3PL buyer perceptions of risk in particular remain unexplored 
(Rao & Goldsby, 2009). 

2.3. Relationship structures – a neo-behavioural paradigm 

The following section discusses previously applied relationship frameworks in order to 
examine those relational settings through which 3PL exchanges have been studied. The 
discussion serves the basis of argumentation and the aim of the study, i.e., to arrive at 
an appropriate framework for empirical assessment in the context of service tiering. 

Kent and Flint (1997:21) named the present era of logistics research as “...behavior and 
boundary spanning...” era, concerned with understanding behavioural18 issues, which is 
closely related to the marketing oriented relationship-marketing paradigm mentioned 
(Maltz & Ellram, 1997; Knemeyer et al., 2003). The relationship-marketing paradigm, 
and its contribution to logistics, is a justified platform in logistics studies (ibid.) due to 
the associated relationships of relationship management (structure), developmental 
dimensions (processes), and performance outcomes. Hence, the relationship-marketing 
paradigm is recognised and regarded as a point of departure in the thesis. Nevertheless, 
logistics relationships have received topical interest for a while (Sink & Langley, 1997), 
with the frameworks, e.g. triadic (Bask, 2001), and attributes to study them (Knemeyer 
& Murphy, 2005a). The relationship-marketing paradigm leads to discussions on 
underlying attributes and dimensions of relational exchanges, and raises issues related 
to logistics buyer information exchange, and logistics service expectations (Harrison & 
van Hoek, 2008). 

                                                       
18 A behavioural orientation concerns sociological and psychological aspects, whereas and in contrast, cost minimisation 

and profit maximisation characterize research in the economic orientation (Mentzer & Kahn, 1995:232). 
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Relationship structures and characteristics

As logistics services outsourcing is regarded as providing measurable value to flows of 
goods, materials and financials to improve customer service delivery, and assists in new 
market penetration (Razzaque & Sheng, 1998), the logistics service buyers’ expectations 
(Harrison & van Hoek, 2008) regarding the services purchases can not be neglected. It 
may not be promises as such that should be kept, but buyers’ individual expectations 
created by such promises (Grönroos, 2009). Consequently, the relationship-marketing 
paradigm emphasises e.g. actor bonds as important dimensions of exchanges, but the 
fulfilment of contractual undertakings can only be determined by expectations, without 
relational dimensions (Davis-Sramek et al., 2007). The paradigm has undeniably 
inspired researchers in the 3PL domain. 

Selviaridis and Spring (2007) concluded that few studies have explicitly explored 3PL 
relationships outside the dyadic relationship setting. Much of 3PL literature has been 
housed in the dyadic and/or triadic setting, from either buy-/supply-side perspectives. 
Table 2 illustrates a sample of literature and the unit of analysis used. “Type” denotes 
unit of analysis, “Dimension” describes the perspective from which the study has been 
conducted and “Holistic” refers to capturing responses from both sides of exchanges.  
The dimension may also have been labelled a dual approach that allows for measures of 
relational dyadic symmetry (Klein et al., 2007). 

The literature presented in the table has been obtained from and based on the literature 
review by Marasco (2008) in which 3PL literature has been categorised into themes; 
context, structure and process, and outcome. The main focus has been directed towards 
3PL structure. The articles have also been taken from previous literature reviews and 
doctoral program courses on relationship management.  

The wide body of research topics has in previous research been assessed either from the 
3PL logistics service buyer’s or the logistics service provider’s perspective (Selviaridis & 
Spring, 2007), i.e., firm level analysis. 
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Table 2 Relationship frameworks and units of analysis in 3PL research

Author(s) Type Dimension Research issue(s) Conceptual Empirical

Innis & La Londe
(1 994)

Dy adic Buy  side
Parternship lev els and 
characteristics

Gardner et al.,
(1 994)

Dy adic Sell side
Behav ioural and 
relational attributes

Gentry
(1 996)

Triadic Holistic
Perform ance and SC 
efficiency

Kopczak
(1 997 )

Dy adic Buy  side
Logistics partnership 
and SC restructuring

Zinn & Parasuram an
(1 997 )

Dy adic Holistic
Conceptual ty pology  on 
logistics alliances

Maltz & Ellram
(1 997 )

Dy adic Buy  side
Decision-m aking upon 
cost factors

Paché
(1 998)

Dy adic Buy  side
Contracting structures 
in retail logistics

Moore
(1 998)

Dy adic Buy  side
Logistics alliances and 
(two) characteristics

Rabinov ich et al.,
(1 999)

Dy adic Buy  side
Logistics outsourcing/ 
functional processes

Moore & Cunningham
(1 999)

Dy adic Buy  side
Relationship ty pes and 
social behav iour

Lam bert et al.,
(1 999)

Dy adic Buy  side
Partnership framwork 
and im plem entation

Murphy  & Poist
(2000)

Dy adic Holistic
Mism atch of offered and 
expected 3PL serv ices

Bask
(2001 )

Triadic Holistic
Serv ice strategies and 
SC exchange div ersity

Larson & Gamm elgaard
(2001 )

Triadic Holistic
Prov ider inv olv em ent 
in (3PL) logistics triads

Bolumole
(2003)

Dy adic Holistic
Perceiv ed (changing) 
roles of 3PL proiv der

Knemey er et al.,
(2003)

Dy adic Buy  side
RM characteristics 
im pact on RM outcom es

Knemey er & Murphy
(2004)

Dy adic Buy  side
Relational dim ensions/ 
perform ance factors 

Knemey er & Murphy
(2005a)

Dy adic Buy  side
Relation characteristics, 
attributes and outcom es

Knemey er & Murphy
(2005b)

Dy adic Holistic
Relational elem ents and
their dy adic sy mm etry

Stefansson
(2005)

Triadic Sell side
Structured term inology  
on 3PL prov ider roles

Halldórsson & Skjoett-
Larsen (2006)

Dy adic Holistic
Inter-organisational 
(holistic) dy namics 

Dav is-Sram ek et al.,
(2007 )

Dy adic Holistic
Exchange v alues and 
v alue matching

Relationship structures and characteristics in 3PL literature

Based on the literature review, unalterable focus on the dyadic and triadic relationship 
settings, or frameworks, in 3PL research (Bask, 2001), how to manage them (Boyson et 
al., 1999), and the characteristics that create purposeful conditions for longer duration 
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of relationships established, have dominated the 3PL domain. However, a great amount 
of research has been devoted to relationships in logistics (Stefansson, 2005). 

Relationship frameworks

Håkansson and Snehota (1995a) proposed two dimensions for capturing the varieties of 
business networks, namely substance and function. Substance consists of activity links, 
resource ties and actor bonds, interconnected to varying extent. Relationships that are 
established for economic purposes/consequences are studied as dyads or triads, based 
on the functional dimension of relationships. The logic is grounded in the notions of the 
technical and functional quality in the service quality area in which the technical quality 
refers to service outcome, and the functional quality refers to service delivery processes 
(Grönroos, 1984). The quotation is a description of the function for the dyad. 

“This originates in the conjunction of the two companies; their activities, resources and actors. 
Activity links, resource ties and actor bonds in a relationship integrate various elements and 
thereby some unique outcomes and effects are produced.” (Håkansson & Snehota, 1995a:154) 

A functional dimension deserves attention for analyzing any business relationship and 
its development potential. The consequences of change outside the relationship, e.g. the 
appearance or influence of new “third” party alternatives may impact to a large extent 
in certain contexts, and turn relationships into burdens (Håkansson & Snehota, 1995b). 
In other words, simultaneous development of competing interests within and between 
focal and surrounding business relationships can impose negative aspects. Two aspects 
are worthwhile discussing: (1) unruliness – a loss of control; and (2) undeterminedness
– the uncertain bet (ibid.).  

The notion of unruliness concerns the loss of control, which implies that some actor 
dominates contractual arrangements, and thus benefits from the amount of freedom 
lost by other actors. Undeterminedness depends on inherent changes in relationships, 
and how actors interpret and re-interpret behavioural issues and differences from 
changing intentions among actors involved. This is an underlying reason why business 
relationships should be an object for constant questioning (Blois, 2003). 

The figure illustrates external interfaces19 separated outside and beyond the boundaries 
of a focal logistics outsourcing arrangement. It also serves to illustrate the inevitable 
dyadic nature of a contractual arrangement in a 3PL context. However, note that dyads 
in the 3PL context can influence the nature of other immediate relationships and 
logistics activities (Bolumole, 2001). 

                                                       
19 “Interface” is used while the notion of “relationships” is hard to define because it evokes concepts of mutual 

orientation and commitment over time (Håkansson & Snehota, 1995a). 



31

Figure 5 Multiple interfaces in logistics service procurement (Maltz & Ellram, 1997:48) 

The function of the dyad rests on the notion of “quasi-organisation” because the sum of 
what two actors turn towards each other is more than just substance. It is an inclusion 
of ties, links and bonds, i.e., the relationship magnitude (Golicic & Mentzer, 2006). 
This construct encompasses the strengths and closeness of relationships as a result of 
functions that make the underlying substances of relationships qualitatively different. 
On the other hand, the substance and function dimensions can be exposed to and 
contain negative issues, derived from connections outside a focal relationship, i.e., the 
influences and effects of third parties. Therefore, a triadic function includes the notion 
of a third party. 

“Being a building element in the larger network structure, what is produced in a relationship can 
affect and is affected by other relationships that involve other parties. The effects on third parties 
and from third parties and their relationships on the relationship in any of the three layers of 
substance depend on how tight the connectedness of relationships is in the overall network.” 
(Håkansson & Snehota, 1995a:154) 

The triadic approach (Bask, 2001) to relationships in 3PL provides important elements 
that capture the potential of sub-optimisation, even though not directly applicable to or 
meant for studies on actors involvement beyond the position of 3PL service providers. 
The triad represents three dyads with different amounts of interaction, i.e., relationship 
magnitude. The following definition of triadic relationships is adopted for its ability to 
capture variety in exchange duration, offerings distribution, and the scope of channel 
members involved. 

“…triadic relationships in supply chains might be relationships between interfaces in the supply 
chains and third-party logistics providers, where logistics services are offered, from basic to 
customized ones, in a shorter or longer- term relationship, with the aim of effectiveness and 
efficiency.” (Bask, 2001:474) 

Figure 6 Three dyadic relationships in a triad (Bask, 2001:473) 
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One explanation for the unalterable focus on simple dyadic and triadic relationships in 
3PL (Bask, 1999) is recent trends of relational (holistic) oriented studies that assess 
how to manage logistics relationships (Boyson et al, 1999) and the attributes that create 
purposeful conditions for longer duration (e.g. Moore & Cunningham, 1999; Murphy & 
Poist, 2000; Knemeyer & Murphy, 2005a). 

Various concepts have emerged for intermediary functions that manage relationships 
in 3PL. The use of multiple 3PL providers may require lead logistics providers (LLP) 
who manage complex relationships and logistics requirements (Lieb & Miller, 2002), 
and fourth-party logistic (4PL) providers, who are employed for logistics management 
services but may not necessarily be any asset-owning organisations (Lieb & Kendrick, 
2003). Hence, 4PLs mainly manage and advise on logistics setups. The intermediary 
roles have received attention due to the increasing contract complexity, administration 
costs and process consistency (ibid.). The intermediary actors have been utilised to 
introduce and convince buyers about 3PL providers´ service capabilities (Andersson & 
Jockel, 2002). As illustrated, the function is “located” inside the logistics triad, and/or 
between dyadic relationships. The intermediary role is referred to as a logistics service 
intermediary or LSI (Stefansson, 2004). 

( LSI )

            Information
            Materials & goods3PL Buyer

3PL Provider

Receiver

Figure 7 A third-party logistics intermediary with the LSI mechanism (Stefansson, 2004:6) 

The definition20 of an LSI function supports the development of a definition of service 
tiering as the study takes a more intermediary oriented perspective on 3PL providers. 
In the context of service tiering, the roles of 3PL providers become more intermediary 
by nature. In other words, tiered services change the roles of 3PL providers to become 
more intermediary by nature. Researchers who have made contributions regarding the 
different roles of 3PLs (e.g. Bolumole, 2001; 2003) point at the potential research void 
related to the effects that supply chain actors can have (indirectly) on non-immediate 
channel members. 

Beire (1989) argued that a logistics triad21 is the minimum unit of analysis in logistics 
research. By acknowledging Bask’s (1999) contribution of applying the logistics triad as 
a relationship framework to 3PL literature, Larson and Gammelgaard (2001) identified 
certain barriers to the formation of logistics triads. Barriers are difficulties in functional 
coordination, lack of technological and relational capabilities and also significant power 

                                                       
20 LSI is defined as an “…integrator that assembles the resources, capabilities and technology of its own organization and 

other organizations to design, build and run comprehensive supply-chain solutions” (Stefansson, 2004:7). 

21 A logistics triad is defined as “…a cooperative three-way relationship among a buyer of goods, the supplier of those 

goods, and an LSP moving and/or storing the goods between buyer and supplier.” (Larson & Gammelgard, 2001:71)
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imbalances. Based on their findings, scholars are encouraged to devote research efforts 
to increasing understanding of how the “external” strategic factors influence logistics 
triads, a view supported recently by e.g. Marasco (2008). Consequently, to the best 
knowledge of the author, no previous 3PL studies have explored the interdependence 
between and its effect on channel members outside a focal dyadic/triadic relationship. 

Following from the above, in addition to the first-tier dyadic and triadic relationships, 
simultaneous involvement of “peripheral” actors may co-exist outside the logistics 
triad. Hence, this study calls for a particular relationship framework that acknowledges 
“tiers” beyond a logistics triad, and thus allows for a visual inclusion of sub-contractors, 
i.e., tiered service structures. In order to approach relationships beyond the commonly 
applied dyadic and triadic approaches, the framework illustrated is developed in order 
arrive at an applicable framework. A tiered service structure is at hand in the situations 
when services are tiered to those channel members, who perform best (Abrahamsson & 
Wandel, 1998). The actors involved perform according to their degree of specialisation, 
i.e. expertise, and/or significant cost advantages. 

"Fourth tier"

"Third tier"

"Second tier"

"First  tier"

( LSI )

             Information

             Materials & goods3PL Buyer

3PL Provider

Receiver

Traditional suppliers

Sub supplier/Specialist

Infrastructure

Airport, road, track, net, bank, 
and university

Air, local carrier, rail, telecom, 
real estate and consultant

Express, truckloads, information 
communication, warehousing, and 
competence 

Figure 8 Logistics triad and up-/down-stream logistics relationships (Abrahamsson & 
Wandel, 1998; Stefansson 2004) 

Abrahamsson and Wandel (1998) stated that the development and operation of a third-
party logistics arrangement should not be studied as the simple and/or separate buyer-
provider dyad. Apart from the illustrated LSI function, the conceptual model was used 
for the purpose of a descriptive paper by the authors. Instead of mergers or acquisitions 
by 3PL service providers in response to the increased scale of 3PL requirements (Lieb & 
Miller, 2002), “...the first-tier provider can take full responsibility for the logistic link – 
one-stop shopping – and then buy and co-ordinate logistics services from a network of 
suppliers.” (Abrahamsson & Wandel, 1998:185). Thus, service tiering is an alternative 
with which to obtain advantages of horizontal and vertical integration. 

Economies of scale and scope are obtained by shared resources and superior services at 
much lower costs (Abrahamsson & Wandel, 1998). It may suggest and is worthwhile to 
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note that 3PL providers, i.e., the sell side, can be the more powerful party in contracting 
arrangements. The main drivers are, e.g., diversification opportunities and increasing 
independence from multiple logistics links. 

3PL service arrangements through the tiered service structure enable 3PL providers to 
overcome problems of uncertainty and rapid changes in market conditions, and focus 
on their core competencies. On the face of it, the rationale for employing the tiered 
service structure is similar to that behind the focal buyer-provider exchanges, i.e., to 
ensure return on investment based on trade-offs in comparing in/house operation with 
a third party outsourcing alternative (Harrison & van Hoek, 2008). However, the 3PL 
service buyers face associated problems of providers when logistic service market 
structures are used to hedge or diversify uncertain market conditions, by exposing first-
tier logistics service buyers, through service tiering, to issues observed or experienced 
in other tiers. 

2.4. Service tiering – linear serial up-stream dyads  

The network model of organisation-environment interfaces emerged from observations 
on business organisations that operate with a limited number of organisational entities 
in their respective environments (Håkansson & Snehota, 1989). This characterises 
industrial organisations and includes continuous exchange relationships with firms. 
The network model refers to those situations where external entities influence any firm 
according to generally concentrated and structured patterns (ibid.). Relationships are 
also contextual, where these patterns are determined by the characteristics of a certain 
situation in question (Golicic & Mentzer, 2006). Any interactions in exchange processes 
along these patterns enable relationship development through the dimensions of actor, 
resource and activity links (Håkansson & Johanson, 1992).  

From a strategic point of view, the processes of combining and adapting the linkages to 
environmental conditions create value, which is based on the overarching efficiency to 
transform inputs into outputs (Håkansson & Snehota, 1989). The notion of efficiency 
permits organisations to dominate parts of the environment that refer to the efficiency 
fundamentals, which also apply to fundamentals in logistics (Jahre & Persson, 2005). 
In other words, any superior performance in one particular area is a result from the 
identified or established business opportunities of value. Thus, the network perspective 
applies to the illustrated framework of “tiers”, due to the mentioned rationale behind 
service tiering, i.e., proper allocation of resources and match of capabilities. It may also 
prevent unclear boundaries of the scope of logistics services (Bask, 2001) and mismatch 
between offered and used services (Murphy & Poist, 2000). However, the relationships 
in networks face a constant state of change due to pressures to sustain a position and 
remain competitive. Channel members must therefore presumably perform according 
to the premises of the (dominant) actors in the network as implied by the quotation. 

“Since the other parties to the interaction also operate under similar conditions, an 
organization’s performance is conditioned by the totality of the network as a context, i.e. even by 
interdependencies among third parties” (Håkansson & Snehota, 1989:141) 

The thesis applies the view of markets as an institution, a social mechanism, consisting 
of channel members’ attempts to gain control where order cannot be installed (White, 
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1993). Attempts at control affect those networks of flows that are subject to constant 
pressure from exchange market transactions. Hence, in the service tiering context, an 
advantageous 3PL arrangement from the buyer perspective does not contradict intense 
pressures among channel members who compete to sustain certain distinct positions. 
Each channel member affects other channel members and overall channel performance 
directly, or indirectly (Cooper et. al, 1997). However, organisations fail to acknowledge 
the indirect influence from different channel levels22 (bid.), which alters the question of 
supply chain integration in reality and practical terms (Fawcett & Magnan, 2002). The 
supply chains may be managed on a dyad-by-dyad basis. Accordingly, in the context of 
service tiering, relationships are regarded as pairs of dyads or serial dyads, and thereby 
enable the application of the linear serial dyadic view. Regardless of terminology, i.e., 
dyad-by-dyad, and “extended supply chain”23 (e.g. Mentzer et al. (2001:4), this thesis 
adopts the linear serial dyadic view of service tiering. 

To the best knowledge of the author, the linear serial dyadic view has not been explicitly 
applied as a unit of analysis in the 3PL domain. However, an early reference to the view 
is provided by the distribution channel and marketing literature (see e.g. Stern & El-
Ansary, 1992) and the notion of “bridge triad”. The bridge triad denotes a situation of a 
first-tier buyer who would like to have a direct connection to the second-tier supplier, 
which may be inappropriate or inadequate (Holma, 2009). 

2.5. Service tiering – strategic mediation 

With a few exceptions, service tiering has not been the focal construct in previous 3PL 
research, even though discussions have touched upon related matters. Research reports 
on service tiering emphasised the term of second-tier subcontractors. The study report 
“Making logistics alliances work”, by Lal and van Laarhoven (1995), is probably one of 
the first reports in logistics that used the term in this particular context. Despite the 
central role of second- tier suppliers, Abrahamsson and Wandel (1998) stated the lack 
of research on the strategies utilised by logistics providers, i.e., related alliance forming 
and positioning behaviour within the logistics service supply chain. It can be explained 
by the fact that research on supply chains is “horizontal” by nature, and thus with less 
attention to the “vertical sub-suppliers24, or up- and down-stream outsourcing outside 
supply chain components (e.g. logistics triad). Thus, effects of service tiering and sub-
supplier involvement, in the 3PL context, contain unrevealed topics for research. 

As logistics services have developed from being commodities to increasing levels of 
value added, service providers must focus on the strategy to sustain a distinct market 
position (van Laarhoven & Sharman, 1994). Employing value-adding capabilities from 
different tiers of sub-contractors may provide attractive solutions, which is evident in 
                                                       
22 In analogy to the concepts of second-tier supplier or sub-contractor, Cooper et al. (1997) prefer the term “channel 

levels” to indicate suppliers and customers beyond first tiers.  

23 Mentzer et al. (2001) identified three different degrees of supply chain complexity; 1) a direct supply chain, 2) an 

extended supply chain and 3) an ultimate supply chain. The extended supply chain includes several tiers of up- and 

down-stream flows of products, services, information and finances.

24 “Sub-suppliers” is used here interchangeably with “second tier suppliers” and “sub-contractors” in tiered service 

structures. 
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industries with evolving rather than mature supply chains (Lal & van Laarhoven, 1995). 
However, sub-suppliers are primarily employed for both service improvement and cost 
advantages, in order for primary providers to provide, coordinate and manage logistics 
complexities, internal and external capabilities. 

Providers of logistics services perform in areas in which they have a core competence. It 
is possible to focus on core competence and employ sub-contractors to a large extent 
for successful services (van Laarhoven et al., 2000). The tiered provider structure is 
observed in more successful partnerships in which clear separation of responsibilities is 
established (ibid.). However, as the first-tier (contractual) 3PL service arrangement is 
managed by the logistics service buyer, what happens from the buyer perspective when 
sub-suppliers are involved? Based on the literature review, visibility deficiencies may 
arise (Svensson, 2004), and thus the opportunities and exposure to sub-optimisation of 
processes come into play (Rao et al., 1993)25. This relates back to the linear serial dyad 
giving topical interest to resource utilisation and interconnectedness of resources in the 
up-stream tiers. 

Visibility deficiencies appear in situations of low information sharing, which ultimately 
influences decision making to take action towards a required direction (Simatupang & 
Sridharan, 2005), and may result in difficulties in adapting to changes, from a service 
buyer perspective. Thus, pre-contractual issues are beyond the scope of this thesis, but 
information obscurity causes trouble in early phases as well, e.g. in provider selection 
(Sink & Langley, 1997; Murphy & Poist, 2000), and strategic imperatives of 3PL service 
providers to manoeuvre, provided by the logistics services market, may be overlooked. 

“...problems with service supplier selection result from an inability of the competitive process to 
ensure an efficient market.” (Sink & Langley, 1997) 

Strategic implications

Bowersox et al. (1989) proposed three alternatives to assess logistics strategy. Process 
strategy concerns managing logistics activities as a value added chain, whereas market 
strategy concerns managing multi-division or multi-business units. The strategic issues 
in this study relate to the third alternative, namely channel, or information strategy. It 
relates to the management of logistics activities jointly with multiple channel members. 
This kind of strategic orientation emphasises attention to external control (ibid.), later 
supported by researchers (e.g. Abrahamsson & Wandel, 1998; Larson & Gammelgaard, 
2001; Marasco, 2008). 

In addition to efficiency differences and conditional changes between channel members 
to obtain the corporate goals, relative differences may result in uneven distributions of 
control over actors in a network (Håkansson & Johanson, 1992). The efforts to increase 
control26 by any member are consequently achieved at the expense of another member. 
Conflicting interests may be at hand. Paradoxically, organisations in the network create 
mutually beneficial outcomes, implying that network actors share common interests. 
                                                       
25 Rao et al. (1993) referred to asset-owning third-party organisers but the arguments in this thesis build on sub-

optimisation from a value appropriation viewpoint, for self-interest seeking in financial terms, of any channel member.

26 The emphasis on control follows from the assumption that it is used to achieve preset corporate goals, manage 

resources and utilize knowledge. 
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Thus, strategy must contain understanding of duality (Cox, 1997), i.e., a match between 
the firm’s unique resources and the ever-changing business environment. Based on the 
arguments to view service tiering as serial dyads or pairs of profit making independent 
entities of business units, individual firms act in their own interests. The assumption is 
made that if an actor increases control of a distinct position, it happens at the expense 
of or at least influences the premises of other actors. Strategic implications cannot be 
known a priori, requiring continuous a posteriori adaptation to circumstances in time 
and place.  

The ultimate strategic directions of the corporation must adjust to the (un)predictable 
or unknowable changes that occur in surrounding environments. Strategy is assumed 
to result a posteriori from decision behaviour in contrast to the a priori statements 
(Quinn, 1995). Consequently, exchange transactions, under the influence of changing 
market conditions, require that strategy be regarded as duality, i.e., match unique 
resources and their relationships to changes, to reach best performance (Reeve, 1990). 
The environment is interpreted as the explicitly recognised internal/external entities at 
the level of aggregation higher than individual organisations (de Witt & Meyer, 2004). 
Analogous to the network model, this level is referred to as multi-company, or network 
level. Strategy researchers seem to agree that the strategy process, content and specific 
circumstances need to match the strategy context. The following quotation elaborates 
the claim further. 

“However, disagreement arises as soon as the discussion turns to the details of the alignments. 
Does the context determine what the strategizing manager must do, or can the manager actually 
shape the context? Some people argue or assume that the strategy context has a dynamic all its 
own, which strategists can hardly influence, and therefore that the strategy context sets strict 
confines on the freedom to manoeuvre. The context is not malleable and hence the motto for the 
strategist is “adapt or die”. Others believe that strategist should not be driven by the context, but 
have a large measure of freedom to set their own course of action. Frequently it is argued that 
strategizing managers can, and should, create their own circumstances, instead of being enslaved 
by the circumstances they find. In short, the strategy context can be determined, instead of 
letting it determine.” (de Witt & Meyer, 2004:10) 

Håkansson and Snehota (1989) examined network model propositions for organisation 
-environment interfaces, concerning the adaptation to changing circumstances of time 
and place. Three assumptions about adaptation processes to environmental conditions 
were provided (Håkansson & Snehota, 1989:138): 

1) The basic assumption is that environments of organisations are beyond their 
control or influence. Firms can exploit various identified and created opportunities 
that exist, by adapting to their environment; 

2) Resources can be obtained from the environment through exchange across those 
organisation boundaries. The effectiveness of organisations, in a non-controllable 
and competitive environment, depends on the combination of the relative efficiency 
of resources; and 

3) The environmental conditions are in a constant state of change, which requires a 
frequent if not continuous adaptation by organisations. 

Discussions on strategy contexts consist of three abstract dichotomies; organisational, 
industrial and international contexts (de Witt & Meyer, 2004). The organisational issue 
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is concerned with whether organisational circumstances determine strategy processes 
and follow strategy contents, or whether strategists have any control. The industrial 
context raises questions about whether industry circumstances set the rules, to which 
organisations must adapt, or whether organisations can implement their own strategy, 
and change industry conditions. The international context encourages organisations to 
deal with questions of adaptation to an international diversity. It is an ongoing debate 
whether global convergence, i.e., declining diversity, will take place, or whether some 
diversity in the more international context will remain. No simple solutions to strategy- 
related issues can be applied in business practice. Adaptation to changes in contextual 
circumstances has certain strategic implications. In order to prevent unknown changes 
from occurring, actors may entice others to obtain strategic control of intermediary 
actors. The fears of lost strategic control over outsourced activity, or a distinct position, 
are regarded as risks of outsourcing (Bolumole, 2003). This can result in reluctance to 
increase interaction and being more adversarial instead of cooperative. 

An analogy to a priori statements on strategic matters would not hold in the 3PL 
context of service tiering. Although the decision to employ a 3PL provider is strategic in 
nature, strategic development seldom or never contains aspects27 individualised in 
advance, or as a priori in contracts (Virum, 1993). The point made is that different 
contexts, where both internal and external contracts are established, are objects for the 
constant state of change, which may alter the conditions in supply chain exchanges 
from functional to dysfunctional. Functional or possible dysfunctional supply chain 
exchange is not solely defined by the number of exchanges, but by the complexities and 
dynamics between the supply chain members (Davis-Sramek et al., 2007). 

In general, the strategic importance of 3PL services is undeniably true. The strategic 
attributes involve joint knowledge creation, expertise sharing and understanding of the 
surrounding (“external”) market actor intentions of strategy (Sinkovics & Roath, 2004), 
Interdependence is one aspect, characterising collaboration (ibid.) that “…involves an 
interdependent relationship where parties work closely together” in order to make 
effort to achieve mutually beneficial outcomes (Sinkovics & Roath, 2004:46). Shared 
resources and efficiency consideration lie in the core of such strategic collaboration. 

2.5.1. Applicability of network theory 

Even though the discussion above makes references to the relationship-marketing 
paradigm, the more explicit suggestion of an alternative, or parallel, research domain is 
proposed for service tiering in the 3PL context. However, the proposed literature has 
elements that have actually been applied and/or built on in this thesis. 

The Industrial Marketing and Purchasing (IMP) Group, with its origin in the marketing 
literature, was formed to advance the understanding of inter-organisational relations or 
networks, and the institutionalisation of roles and routines (Welch & Wilkinson, 2004). 
A related topic and an applicable alternative domain to service tiering is “strategizing”, 
where simple dyads are assumed to influence other connected actors and organisations 

                                                       
27 Uncertainty reduction, benefit sharing, quality improvement and productivity are central to the depth of mutual 

involvement, i.e., understanding of duality (Virum, 1993). 
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within the overall networks (Håkansson & Snehota, 1995a), i.e., cross-dyadic influence 
from serial dyads. Hence, from a strategic perspective, exchange relationships affect the 
outcomes of each actor in a network, which derive from the actions of each actor.  

With reference to the discussed strategic dimension to service tiering, the term 
“strategizing” in industrial networks refers to identifying the appropriate action, within 
both existing and potential (non-existing) relationships, and by utilising internal and 
external constraints that restrain the scope of action of relationships (Gadde et al., 
2003). Based on this, it can be argued that service tiering gives space for action upon 
indirect influence from particular market positions in (non-)immediate “tiers”. Power 
influence has also been explicitly explored in the industrial network/marketing domain 
(see e.g. Sheu & Hu, 2009). 

Gadde et al. (2003) noted that organisations should recognise various relationships and 
connections to surrounding entities in order to combine and recombine relationships to 
identify and develop new resource dimensions. The governance of such relationships 
may not be attributable to any distinct governance structures, e.g., hierarchy, hybrid 
and market (Williamson, 1998), but overlapping governance mechanisms. Hence, the 
main reason for service tiering is the employment of additional resources by 3PL 
providers in order to obtain capacity and improve margins. However, from the 3PL 
logistics service buyer perspective, the overlap or movement from hybrid to markets is 
evident. 

Furthermore, a reference point for the notion of “strategic mediation” is found. Holmen 
and Pedersen (2003) claimed that a limited network horizon is inevitable for the single 
organisation, where “network horizon” denotes the part of a network that organisations 
are aware of. Thus, they claim that in strategizing terms, an organisation must analyse 
and influence the “mediation” function of immediate relationships, and thereby the 
network horizon of an organisation. In other words, the part of the network that is not 
within a network horizon, e.g. non-immediate “tiers”, should be subject for further 
assessment. 

However, network theory lacks normative and managerial content except for a few 
exceptions (see e.g. Ford et al., 2002; Nykänen et al., 2009), and thus has been subject 
for debate. Issues related to logistics services and implications from (non-) immediate 
tiers may not be appropriate to assess with network theory due to the assumed lack of 
multilateral dependencies (Williamson, 1991) and/or contracts among all participating 
supply chain actors in the service tiering context.  
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"Linear" serial dyads

Network

Figure 9 Systems levels of the supply chain concept (Harland, 1997:81) 

The past contribution from network theory has been acknowledged, and elements have 
been adopted from it. As a final remark to the discussion, Borgström and Hertz (2008) 
note that strategic outcomes of industrial organisations depend on various different 
and changing premises and dynamics, which result in different implications over time. 
Hence, “strategizing” can result in different outcomes based on the interactions and 
negotiations of several supply chain actors. The linkage between “strategizing” and the 
logistics domain is found in the notion of ”strategic partnering orientation” as noted by 
Mentzer et al. (2000). It describes relationships designed to achieve long-term strategic 
goals and improve, or dramatically change, an organisation’s competitive position. 

A final remark to network theory, in the service tiering context, is that it successfully 
acknowledges the fact that single dyads and serial dyadic relationships do not function 
in isolation or detached from the surrounding immediate and non-immediate parties in 
the market. 

2.5.2. Information – a neo-institutional paradigm 

Information exchange is one critical component of supply chain integration, resulting 
in limited supply chain visibility in cases of selective or distorted information exchange 
(Bagchi et al., 2005). Information in pre- and post-contractual phases is critical before 
organisations engage in outsourcing arrangements. Information can lower uncertainty 
about the reliability of channel members as their behaviour is the key factor for success. 
Moreover, information exchange is important because the absence of such imposes 
constraints to the perfectly rational behaviour by which the individual exchange adapts 
to changes in the markets. 

As a common element in economic approaches to various organisations, information is 
regarded as a scarce resource that can be unevenly distributed for the strategic purpose 
(Douma & Schreuder, 1998). This implies that certain information asymmetries can be 
exploited by any economic actors, and thus market actors seek efficient contractual 
arrangements that reflect amounts of relevant information obtained in relation to the 
information requirements. Hence, the choice between organisations and markets is 
explained by the information requirements of transactions (bid.) Problems associated 
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with various information requirements stress constraints to obtaining, comprehending 
or remembering information available or hidden. Information constraints are divided 
into four distinct categories (March, 1994): attention; communication; comprehension; 
and memory. 

At first, related problems are concerned with time and capability because the relevant 
aspects of choice are not found immediately. The related problems address how scarce 
resources are allocated. Secondly, capabilities to store information available are limited 
and individuals face problems of perfect rational behaviour as a consequence of certain 
information deficiencies. Thus, previous experiences are not reliably (or appropriately) 
retrieved at times. Third, if information were available, individuals would still have 
limited capacities to comprehend it because of the failure to see the relevant aspects of 
information provided, assuming relevant information in the first place. Finally, there is 
limited capacity to communicate information available due to overall complexity, and 
different (inter-) organisational structures. Thereby, information constraints constrain 
the evaluation of the anticipated probability of certain consequences, which means 
realised outcomes of business conduct. The reasoning is illustrated with the figure and 
further explained. 

Preferen ces A lt erna t iv es Con sequ ences

  Ex ante   Ex post

      In form a t ion con st ra int s

Figure 10 Information constraints on rational decision-making 

The dotted double-ended information denotes arrows that exist between preferences 
and alternatives as their content was known ex ante. The arrows between consequences 
and alternatives only point in one direction to illustrate “unknown” consequences, i.e., 
return or outcome, from possible alternatives. Consequences are known ex post due to 
information constraints, which are determinants of the bounded rationality attribute of 
individuals.

From a strategic perspective, logistics outsourcing requires information on firm specific 
needs, requirements, capabilities of providers, and service setup when peripheral actors 
are employed. Information lowers uncertainties about the reliability related to channel 
members as behaviour is a key factor for the outcomes of contractual undertakings. 
Information exchange is critical at a post- contractual stage to comprehend preferences 
of supply chain actors (Simatupang & Sridharan, 2005), and influence the 3PL buyers’ 
consequences, through the alternatives means available.  

The underlying claim is that the first-tier logistics service buyer may not be aware of the 
consequence of service tiering for which there is no direct position of control to obtain 
information for assessment of possible contingencies or outcomes of the relationships. 
From the first-tier buyer perspective, this may require a position more directed towards 
business conduct with an emphasis on obtaining information and self-interest seeking, 
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i.e., a focus on one dimensional raison d'être – profit creation in the particular market 
structure. 

2.6. The concept of transaction cost 

This study recognises transactions as determining features of organisational structures. 
This view is derived from Williamson (1979), whose work on transaction cost analysis 
laid the foundation for the procurement discipline by drawing attention to the notion of 
organisations as sets of contracts. Williamson emphasizes internal structures and the 
external boundaries of organisations by acknowledging change as the result of frictions 
in adaptation, and thus “...the economic problem of society is mainly one of rapid 
adaptation in the particular circumstances of time and place” (Hayek, 1945:524). 
Adaptation is one feature that is emphasised in the thesis context. The other feature is 
bilateral dependency, which is one distinguishing feature of exchange relationships of 
longer duration, where bilateral “dependency relations to one another must recognise 
that incomplete contracts require gap filling and sometimes also get out of alignment” 
(Williamson, 1991:278). 

The mentioned features are employed throughout the section in order to operationalise 
governance modes and explore transaction costs, based on the basis of change (Bello et 
al., 1997). The net benefit of reduction in transaction costs and loss of the adoption of 
the related practices determine the efficient transaction costs (Coase, 1988). Therefore, 
firms arrive at problems of choice (Cox, 1997). In the outsourcing context, problems of 
choice involve questions about differences in adaptive capacities between the internal 
organisation, and the logistics market, i.e., adaptation to contractual ex post (unknown) 
contingencies. Hence, transaction cost theory builds on the neoclassical optimisation 
models (Williamson, 1993). 

The concepts adaptation and dependency, related to service tiering, emphasise visibility 
problems beyond the primary first-tier providers and vulnerability issues arising from 
contextual uncertainty and channel dynamics, i.e., relationship characteristics of a 
particular situation (Heide & John, 1990; Cox, 2001). Nevertheless, interorganisational 
relationships are characterised by where they fall on a governance spectrum (Golicic & 
Mentzer, 2006). 

2.6.1. Science of choice and contract 

Complex economic phenomena have been studied with two different approaches. The 
science of choice has been the predominant approach in the development of economics; 
utility maximization (theory of consumer behaviour) and profit maximisation (theory 
of a firm as production function) are fundamental in the science of choice (Williamson, 
2002). This approach relies on the price mechanism as the source of information with 
an emphasis on quantities, with influence from changes in the resources available, and 
relative prices (Williamson, 1998).  



43

The other main approach is the science of contract, in which the market exchanges are 
structured and secured by objective practices28 (public ordering). The alternative is 
private ordering that realises mutual advantages from voluntary exchanges that are 
fundamental in understanding economics (Buchanan, 2001) and its strict connection to 
immediate incentive alignment (Simatupang & Sridharan, 2005), which determine the 
appropriate governance modes of the alignment (e.g. Min et al., 2005) of supply chain 
relationships.

The product of adaptive capacities of both markets and (in contrast to “or”) hierarchies 
determines the “intermediate state”29, which characterises most exchange transactions. 
Central to markets are flexibility of choices, which concern questions of whom to deal 
with and to what extent (White, 1993). This thesis is closely related to the fundamental 
issues of business conduct (problems of choice), and (contractual) governance of the set 
of strategies available. 

Figure 11 The sciences of choice and contract (Williamson, 2002:173) 

Transaction cost theory proposes firms and markets as alternate means of coordination 
in terms of authority relations and price mechanism (Madhok, 2002). The statement is 
interpreted in a way that regards transaction cost theory as a dimension or perspective 
with which to exchange transactions and business conduct in general, and thus less an 
exhaustively predictive theory in the broader sense. The theory (1) is micro-analytic; (2) 
holds stronger emphasis on asset specificity; (3) is self-conscious about behavioural 
assumptions; (4) regards organisations as governance functions rather than production 
functions; (5) relies on comparative institutional analysis; and (6) focuses on private 
ordering rather than public ordering (Williamson, 1985:18), with emphasis on cognitive 
that result in complex contract that are unavoidably incomplete (Williamson, 2000). 

                                                       
28 Public ordering through objective practices means a focus on the rules of the game in contractual terms, i.e., legal 

centralism (Williamson, 2002). 

29 Transaction costs theory is appropriate to apply in studies of inter-organisational strategies, typically viewed to fall in 

the intermediary state, or the hybrid form of governance, between markets and hierarchies (Zajac & Olsen, 1993). 
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The notion of transaction cost has served as the means to describe why firms come 
about and exist. The costs of market transactions, i.e., transaction costs, have been 
explained as quoted: 

“In order to carry out a market transaction it is necessary to discover who it is that one wishes to 
deal with, to inform people that one wishes to deal and on what terms, to conduct negotiations 
leading to a bargain, to draw up the contract, to undertake the inspection needed to make sure 
that the terms of the contract are being observed and so on”. (Coase, 1960, as quoted in Coase, 
1988:114) 

The principal focus of transaction cost theory is on the comparison of transaction costs 
of different governance structures, which are broadly referred to as the costs created in 
running the economic system (Arrow, 1969). 

“Transaction costs are simply the costs of carrying out any exchange, whether between firms in a 
marketplace or a transfer of resources between stages in a vertically integrated firm.” (Hobbs, 
(1996:17)

The following discussion of distinct governance modes stresses incentives, control, and 
adaptation as attributes that distinguish between the dimensions of governance. The 
predictive content in transaction cost analysis is found in the initially distinguishing 
attributes of transaction costs presented in table 3 as proposed by Williamson (1991). 

Table 3 Distinguishing attributes of governance modes (Williamson, 1991:281) 

Adaptation to changing circumstances is concerned with adaptation within the internal 
organisation (Barnard, 1938) and the adaptive capacity in the market (Hayek, 1945). It 
is the latter that is of interest, supported by the price mechanism that reflects changes 
in supply and demand. However, Williamson (1991) uses “disturbances” when referring 
to the adaptive capacity of requirements to respond independently (A – autonomy), 
and/or in the holistic fashion (C – cooperation) to changing market conditions. There is 
“disturbance” in the tension between these two attributes of adaptation, dual purpose 
to adapt and/or sub-optimisation. 

The point made by Williamson (1991) is that even though exchange actors aim at timely 
and to some extent compatible, combined responses, the cooperating parties fail due to 
different autonomous understanding and action. Thus, long-term bilateral dependency 
relationships sometimes get out of alignment. This may result in a strategic behaviour 
that translates into disclosing information in the selective fashion to the advantage of 
powerful parties within bilateral or multilateral dependency relations. Following from 

        Governance structures
Attributes* Market Hybrid Hierarchy

Instruments
Incentive intensity ++ + 0
Administrative controls 0 + ++

Performance attributes
Adaptation (A) ++ + 0
Adaptation (C) 0 + ++

Contract law ++ + 0

* ++ = strong; + = semi strong; 0 = weak.
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this, there are limits to adaptation from a buyer perspective in service tiering due to a 
lack of multilateral contracts, arrangements and agreements assumed, in linear serial 
dyads. 

Because transaction costs arise both within and outside the boundaries of the firm, the 
problem is not whether to use either markets or hierarchies, but to use both markets 
and hierarchies. Transaction cost theory builds on the concept of market equilibrium 
with regard to allocation of transactions in markets and the assumptions of compatible 
and comparative costs of organising transactions either within or without markets. 

2.6.2. Underlying assumptions 

Individuals and organisations are faced with the problems of choice when a decision is 
to be made. A neoclassical assumption is that decision makers (or economic actors) are 
intentionally rational but face the cognitive assumption of bounded rationality, i.e., 
limited rational behaviour depending on actions undertaken (Williamson, 1998). In 
addition, another behavioural assumption is the self-interest orientation that translates 
into opportunism due to incomplete and/or distorted information. Transaction cost 
economics appeals to these dimensions. 

“...the goal of the economic organization is to organize transactions so as to economize on 
bounded rationality while simultaneously safe-guarding them against the hazards of 
opportunism.” (Williamson, 1975:32) 

Bounded rationality

As individual rationality is limited or bounded (Williamson, 1985), the consequences of 
and performance outcomes from exchanges are difficult to shape into any quantifiable 
measure. Central to markets are flexibilities of choice, which concern questions of e.g. 
whom to deal with and to what extent (White, 1993). However, bounded rationality is 
determined by cognitive capabilities and incomplete information and thus, from certain 
expected consequences that are not known with certainty, i.e., surrounding uncertainty 
(March, 1994). This imposes exposure to unrealised advantages or expectations of such, 
from strategic behaviour by counterparties, and their expected obedience, to promises 
(Williamson, 1975). Thus, in addition to governance structures, transaction cost theory 
emphasises “farsightedness”, attributable to capacities to learn, forecast, perceive any 
hazard and factor these into contractual relations and execute proper responses (Slater 
& Spencer, 2000). 

“Because of the limits of human intellective capacities in comparison with the complexities of the 
problems that individuals and organizations face, rational behavior calls for simplified models 
that capture the main features of a problem without capturing all its complexities”. (Schwenk, 
1995:472)

Opportunism

Based on the assumption of opportunism behind transaction cost, buyers and providers 
in transactional exchange can behave opportunistically before (ex ante investment) and 
after (ex post governance) establishing exchange relationships (Williamson, 2000; Jap 
& Anderson, 2003). As this study explores associations in a service tiering context, ex 
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post opportunism is a starting point. Hence, post-contractual issues arise from a strong 
form of self-interest, or more specifically, actors are motivated by self-interests. In the 
service tiering context, opportunistic behaviour is possible in the control face (ex post) 
due to limited buyer capacity to control outcomes (Skjoett-Larsen, 2000). Hence, the 
assumption rejects that opportunism changes with time, meaning that “...the third 
party must move from a purely short-term, opportunistic stance to a long-run view of 
the relationship.” (Moore, 1998:26). In case of such movement, information exchange 
is a critical factor. In addition, opportunism is associated with the incentive alignment 
between transacting parties (Williamson, 1991). 

2.6.3. Types and attributes 

Dahlman (1979) suggested the first approximation to workable concepts of transaction 
costs, including information and search, followed by bargaining and decision related 
costs, and policing and enforcement costs. These types of transactions costs have since 
been used in research related to transaction costs and value in inter-firm collaboration 
(e.g. Dyer, 1997), risk and uncertainty in supplier networks (e.g. Hallikas et al., 2002), 
and conditions under which purchases of 3PL services become more preferable over 
hierarchical organising (e.g. Skjoett-Larsen, 2000). Information and search costs have 
captured action related to finding exchange parties and informing them of the business 
opportunity. Bargaining and decision costs are attributable to ex ante negotiations and 
ex post renegotiations. Policing and enforcement costs involve monitoring and various 
measures in case of misalignment between contractual terms and outcomes. 

Transaction cost theorising is broadly based on three key attributes to transactions that 
determine the appropriate governance structures, namely asset specificity, uncertainty 
and frequency. Given that governance structures differ in their competencies and costs 
and that transactions differ in their attributes, then transactions must be aligned with 
appropriate governance structures (Williamson, 1998). Behavioural opportunism has 
been applied as the fourth attribute in this study. Thus, behavioural opportunism is, in 
this study, regarded as being context bound behavioural outcome, but with the implicit 
existence of opportunism as a feature of human attitudes. 

Attributes – asset specificity

Asset specificity arises from transaction-specific investments in assets that are tailored 
or utilised for a particular purpose, but raises safeguarding problems due to its possible 
opportunistic exploitation (Bello et al., 1997). The construct asset specificity is the most 
applied attribute empirically (Williamson, 1991; Rindfleisch & Heide, 1997; David & 
Han, 2004). Various asset categories qualify to be classified as appropriate to include in 
assessments. Asset specificity creates bilateral dependencies and adds to contracting 
hazards. The main categories are broadly the following (Williamson, 1991:281): 

• Intangible assets – “brand name capital”; 

• Physical assets – dedicated assets (e.g. plant and production machinery); 

• Temporarily specific (e.g. non-separable technology); and 

• Human assets (e.g. learning and accumulated knowledge). 
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The overall figure illustrates the hypothetical range of service tiering, transactions costs 
and buyer perceived risk in the governance range between hierarchies and markets. It 
is proposed for illustrative purposes only whereas, for instance, the steepness of slopes 
(or delta) may not be sufficient. Note that the lower graph is adopted from Williamson 
(2002), showing the comparative transaction cost developments of hierarchy, hybrid 
and markets. In the service tiering context, perceived risk can be associated with the 
loss of control (LaLonde & Cooper, 1989), which has been the most commonly cited 
inhibiting factor to using contract logistics (Razzaque & Sheng, 1998), in management 
of phases where a 3PL buyer “...does not really control the flow of materials through the 
segment of the channel, often interfacing with the firm’s customer base.” (Andersson & 
Norrman, 2004:38.). When consequential disturbances increase in frequency, hybrid 
governance incurs higher cost and comes under strain (Williamson, 1991:273), which 
makes hierarchies preferable over the adaptive and elastic modes of governance. 

Figure 12 illustrates a service tiering opportunity within the range between hierarchical 
and market forms of organising. The main point is that the perceived risk is assumed to 
increase with increasing assets specificity when using the market (i.e. multiple actors 
on tiers) to a larger extent, which in turn increases associated transaction cost. The 
service tiering opportunity (from a first-tier service buyer perspective) ends where 
perceived risk and transaction costs increase at faster pace. Thus, the figure takes one 
transaction cost attribute into account and serves illustrative purposes only. 
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Figure 12 Interpretation of the associations of transactions costs (asset specificity), service 
tiering and perceived risk. The lower graph is adopted from Williamson (2002:181). 

The lower graph depicts comparative costs of organising transactions in markets (M), 
and hierarchies (H) as a function of asset specificity (k). Hierarchical structures contain 
the initial disadvantage of bureaucratic burdens (k = 0). The cost differences between 
markets (M) k and hierarchies (H) k decline as asset specificity increases and particular 
cooperative needs become greater (k > 0). Hence, cost differences reverse by giving a 
negative cost aspect to more market-governed transactions. Hybrid (X) k forms are 
combinations between pure market and hierarchical governance forms that contain 
adaptive attributes. Incentives and controls create values in any intermediate function. 
Consequently, the figure shows bureaucratic cost differences M (0) < X (0) < H (0), and 
values that reflect the costs, in coordinated adaptation M’ > X’ > H’. 
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The transaction cost approach requires ex ante and ex post features to be included in 
proper assessment. The fundamental transformation means that the ex post conditions 
differ from ex ante once substantial transaction-specific investments are put in place in 
consequently bilateral supply (Williamson, 1998). Given a strong provider position and 
transaction-specific investments, contractual asymmetry regarding the economic value 
arises if details of contractual arrangement are objects for sub-optimisation, i.e., ex post 
advantages based on a particular market position (Bello et al., 1997). 

When a 3PL service provider tiers services in different layers, the buyer is more likely to 
face higher transaction costs due to assumed higher degree of (aggregated) transaction-
specific asset from the more market-governed form of transaction. This fundamental 
assumption of the movement towards a more market-governed form of transaction is 
interpreted as a driver of bilateral dependence within linear serial dyads, regardless of 
the “direction” of dependency. Bilateral dependency is associated with a certain degree 
of exposure of vulnerability for logistics service buyers who are unable to make a switch 
to the alternative sources of service supply under uncertainty (Williamson, 2002; Wu, 
2009).  

In addition, visibility problems may impose consequential disturbances30 that result in 
sub-optimisation and the lack of coordinated responses (Williamson, 1991). Hence, the 
highly consequential disturbances imply that when costs of contractual enforcement 
exceed the discounted value of a continuing exchange relationship, a defection from the 
contract is anticipated (Williamson, 1991:273). 

Attributes – behaviour opportunism

Given great diversity and magnitude of contractual undertakings between firms, (Heide 
& John, 1990), a meaningful definition of the behavioural opportunism construct may 
be difficult to develop. Hence, the criticism discussed below by e.g. Ghoshal and Moran 
(1996) is motivated. Behavioural opportunism is regarded as a presence of behavioural 
assumptions that human beings are given to and behavioural outcome determined by 
governance modes. This distinction of the construct acknowledges that the behavioural 
assumption of opportunism is independent of context, but the outcomes are not (ibid.). 
In the service tiering context, opportunism plays a significant role due to the assumed 
power dependencies, market positions and lack of multilateral agreements. Hence, this 
study acknowledges opportunism as a behavioural dimension describing the “feeling 
for the entity” (Ghoshal & Moran, 1996:21), which represents those subjective (positive 
and negative) assessments of a distinct transaction party or group. 

Attributes – transaction frequency

The concept of transaction frequency is the only attribute of transaction cost economics 
that has received a limited amount of attention (Geyskens et al., 2006). Transaction 
frequency refers broadly to the magnitude of recurring transactions and pushes those 
recurring transactions towards the hierarchical organising form (David & Han, 2004). 
It is assumed that service tiering increases the frequency of transactions. 

                                                       
30 Enforcement costs range from inconsequential and consequential through highly consequential, which denotes the 

relative costs compared to the expected (discounted) value of enforcement, i.e., exchange relationship continued.  
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Attributes – environmental uncertainty

Environmental uncertainty refers to less predictive contingencies that may confront the 
exchange relationship. This undermines the ability to write contingent contracts, which 
increases transaction costs, especially in situations that are attributable to higher asset 
specificity (Bello et al, 1997). Environmental uncertainty is primarily concerned with 
problems of adaptation that can be managed with hierarchical governance (Geyskens et 
al., 2006). However, under conditions of high environmental uncertainty, organisation 
may want to increase flexibility, which would argue against the hierarchical mode of 
governance. The concept of environmental uncertainty is broad and has thus required 
distinguishing facets for operationalisation (ibid.).  The “unknowable” distinguishes the 
concept from the concept of risk (Chiles & McMackin, 1996). Thus, these closely related 
concepts should by no means be interchangeable. 

“All organizations, but especially those with long-linked technologies, are highly motivated to 
secure enough stability and certainty to be able to function efficiently and effectively in 
environments that contain unknowns and uncertainties.” (Scott, 1981:472) 

2.6.4. Criticism of transaction cost theory 

Criticism of transaction cost theory contains a polar tendency of the comparative forms 
of hierarchy and market of coordination and governance, leaving much less attention to 
an intermediate state or hybrid form (Williamson, 1991). The criticism refers to the lack 
of attention to partner interaction and resulting value outcome, which has broadly been 
regarded as a drawback of transaction cost theory. The sources of criticism with regard 
to assumptions and application of transaction cost theory are most frequently used in 
research.

As the transaction cost perspective is criticised for being one-dimensional with a strong 
emphasis on cost minimisation of parties and the normative structural features related 
to transaction costs, a joint value maximisation framework was suggested by Zajac and 
Olsen (1993). A transactional value approach acknowledges the process through which 
value is created, appropriated and preserved. Zajac and Olsen (1993) take a critical 
stance to transaction cost analysis in the light of similarities and differences between 
the “cost” and “value”, of transactions in inter-organisational exchange. The criticism 
emphasises the anticipated value in contrast to the anticipated cost of constraining any 
opportunistic behaviour. The authors argue that less efficient governance structures are 
required for joint value creation, and thus correlate with increasing (transaction) costs. 
Hence, the central argument is not to minimise costs, but to have a positive trade-off 
between value creation and cost. In conclusion, instead of making economic (profit) 
margins by minimising costs, value generation corresponds to the top line margin by 
holding cost factors constant. 

Zajac and Olsen (ibid.) based arguments on the fundamental assumption of “enhanced 
information acquisition and exchange, along with the emergence of shared interests”. It 
requires two conditions to be met. First, it should be assumed that exchange partners 
are willing to exchange information or that information is tradable. Secondly, the 
exchange relationship must assume mutual dependence on the factors upon which the 
exchange has primarily evolved. Any deviation from these factors imposes disturbance 
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between exchange parties, and thus ties in with the adaptive capacity to respond to any 
changes.  

Ghoshal and Moran (1996) were critical of managerial prescriptions drawn from the 
theory due to the logic and assumptions on which it is grounded. Unlike other critics, 
the authors do not emphasise the failure of meeting any social criteria, but suggest 
initial steps toward finding mechanisms through which governance structures influence 
opportunism and opportunistic behaviour. The logic of opportunism acknowledges the 
dimensions of attitude and behavioural outcome (i.e., behavioural manifestation), and 
thus assumes that opportunism appears to be independent of context but contains the 
behavioural outcomes that are context dependent. This is to say that given the existence 
of opportunism, opportunistic behaviour is not a necessary behavioural outcome. 

Chiles and McMackin (1996) criticised transaction cost economics scholars for holding 
the assumption of risk neutrality, and thus that they have left variable risk preference of 
market actors unnoticed. Similar to Ghoshal and Moran (1996), Chiles and McMackin 
(1996) aimed at developing the predictive validity from a managerial perspective. The 
reasons provided for closer examination of risk neutrality were 1) the difference from 
the risk-aversion assumption of neoclassical economics; 2) the risk preference may be 
inadequately stated due to ranges of risk (aversion, neutrality and seeking) preferences; 
and 3) the predictive governance modes to cover the range of risk preferences. Hence, 
the relationship between managerial risk preferences and firm level risk behaviour 
needs to be recognised. 

Conversely, Bello et al. (1997) state that the transaction cost approach and normative 
variation of governance based on different modes (structures) are overstated. This is 
due to treating governance structures at a too high level of aggregation. The claim is 
based on the notion that the firm is the utilised unit of analysis, while most governance 
issues are made at functional level. The criticism of a normative element in the theory 
implies that transaction costs should not ignore ramifications of production costs and 
strategic issues (ibid.). Transaction cost theory distinguishes between transaction costs 
and production costs (Williamson, 1998). However, the most important determinants 
for structuring governance mechanisms to manage transactions were not stated. The 
point is that the transaction cost approach characterises the firm entity as a governance 
structure rather than a production unit with regard to efficiency as against monopoly 
considerations, and organisational as against technological (Williamson, 1998). 

Slater and Spencer (2000) argue that transaction cost economics has vaguely offered an 
explanation and position of uncertainty concept. The essential unknowable character of 
future events and outcomes is left without much attention, meaning that the existence 
and consequences of the uncertain environment have not been recognised to any large 
extent in modern development of transaction cost theory. Whereas adaptation ex ante
may not be appropriately established with confidence, governance modes should allow 
different ways of organising transactions for all potential contingent events and the 
opportunistic behaviour surrounding transactions. Hence, it is perhaps not the lack of 
information that creates uncertainty, but the existence of too many potential alternative 
outcomes in market exchange. This is especially true for buyer-provider exchange that 
extends over longer periods, where contracts only provide directions (Slater & Spencer, 
2000).
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“...the longer the period of the contract is for the supply of the commodity or service, the less 
possible, and indeed, less desirable it is for the person purchasing to specify what the other 
contracting party is expected to do.” (Coase, 1937:21 as cited in Slater & Spencer, 2000:63) 

Madhok (2002) includes another dimension in the choices of appropriate governance 
structures, namely resource attributes. Triangular alignment and interaction between 
governance structures, transaction costs and resource attributes, including the link to 
knowledge with its associated costs, should determine the forms to govern transactions. 
Similar to Bello et al. (1997) and Zajac and Olsen (1993), Madhok (2002) emphasises 
certain advantages to counteract the transaction costs associated with exchanges across 
organisational boundaries. The shift from a strict cost focus towards new competence 
configurations, which adds value through new logistics solutions instead of customised 
services only, is found in 3PL literature (e.g. Halldórsson & Skjoett-Larsen, 2004). 

This thesis acknowledges the strength in the developing features of inter-organisational 
exchange for value creation, but argues that the distribution of value is determined by 
strong bargaining positions, i.e., power structures in the supply chain. Hence, value 
appropriation may be attributable to price-making behaviour in term of margins, which 
is a fundamental managerial assumption. In addition, the assumed lack of multilateral 
agreements justifies the transaction cost approach in the context. The major argument 
against using the transaction cost approach in this study is the static assumption of 
individual attitudes and/or behavioural manifestations over time (Ghoshal & Moran, 
1996). The problem description emphasises a potential of dysfunctional exchange from 
misalignment associated with transactions and related governance forms, in a service 
tiering context. Apart from service tiering, Macher and Richman (2008) noted that the 
issues have received only limit explicit attention in the past transaction cost literature. 

2.6.5. Application in logistics research 

The assumption and rationale behind the use of transaction cost analysis are that the 
phenomenon of service tiering is interpreted as a broader use of the logistics market. In 
this view, the costs incurred in and related to service tiering is assumed to include 
transaction costs from the movement to more market governed transactions. The 
transaction cost theory (Williamson, 1998) is one of the chief theories applied in Nordic 
logistics research (Gubi et al., 2003). This could be due to the applicability to different 
contracting problems and the normative implications (Williamson, 1998), which have 
been questioned (Ghoshal & Moran, 1996; Dyer, 1997) due to disparity in the empirical 
findings regarding the effect of governance forms on performance (Geyskens et al., 
2006). 

From an opportunistic and 3PL buyer point of view, Sheffi (1990) stated that the asset-
owning third-party logistics providers are similar to any other economic organisation as 
regards their capability to sub-optimise buyers’ service requirements in favour of their 
own asset utilisation, i.e., increase own productivity at the “expense” of logistics service 
buyers. Thus, 3PL service providers have an inherent conflict between their customers' 
interests and their own self-interest. 

Transaction cost theory assumes that a significant amount of uncertainty is present in 
transactions, which was noted by Aertsen (1993) in the conceptual study on association 
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between asset specificity and performance. On the other hand, 3PL arrangements are 
characterised by relational contracting (Rao & Young, 1994), based on the past oriented 
reflection of exchange relationships, which is common in different organisational forms 
(Scott, 1981). 

Hobbs (1996) suggested that transaction cost economics may serve as a platform to   
bridge the gap between researchers and practitioners in the supply chain context. The 
author noted that adversarial relationships along the supply chain increase transaction 
costs. By contrast, collaboration and information exchange among actors in supply 
chains are thus anticipated to reduce transaction costs. The efficiency fundament of the 
economics of governance is also present in supply chain research.  

Skjoett-Larsen (2000) discussed the conditions under which the 3PL arrangements are 
preferable over hierarchies. The assumptions of bounded rationality and opportunism 
are derived from the actions of actors in trading relationships (ibid.). Moreover, post-
contractual issue was noted, as opportunistic behaviour is possible in the control face 
(ex post) due to limited capacity to control outcomes. Following from this, it may thus 
be anticipated that the existence of opportunism does not change from the duration of 
relationships, as opposed to Moore, 1998:26 claiming that“...the third party must move 
from a purely short-term, opportunistic stance to a long-run view of the relationship”.  

From the logistics service buyer perspective, Moore (1998) concluded that the greater 
the equity of third parties, the lower the logistics buyer’s perceived risk of opportunistic 
behaviour by the third party. As an interesting finding, it was found that perceived risk 
of opportunism behaviour by third parties does not reduce buyers’ commitment in the 
relationships. Hence, buyers face a constant possibility of opportunistic behaviour but 
remain committed. The finding points at a certain paradox – buyer perceived risk of 
opportunistic behaviour remains unchanged due to perceived fair equity, although they 
do not know what they “invest in” because of the presence of behavioural opportunism. 

As can be seen, with some exceptions, researchers in the logistics stream of research 
make implicit references to transaction cost theory. Other issues related to implicit 
transaction cost aspects are e.g. the monitoring requirements of contracted logistics 
services (Maltz & Ellram, 1997); strategic decision-making, and bounded rationality in 
situations where exercised control is manipulated through power and authority, and 
supplier selection (Sink & Langley, 1997); failure to select providers and insufficient 
information obtained and control, responsiveness to changes, unreliable promises, lack 
of understanding of corporate objectives, and switching barriers (Razzaque & Sheng, 
1998); opportunistic behaviour by partners potentially moderated by leveraging the 
information technology (IT) (Lewis & Talalayevsky, 2000); buyers’ perceptions of over-
dependence, trust, and loss of control (van Laarhoven et al., 2000); relationship failure 
(Halldórsson & Skjoett-Larsen, 2006); asset and competence risks (Tsai et al., 2008); 
and impact of differences in sales channels on customer buying behaviour (Rao et al., 
2009). 

However, transaction cost economics has been applied to a wide set of phenomena in 
fields such as e.g. marketing, finance, organisation theory, business strategy, business 
and non-business related fields (Williamson, 1993; Rindfleisch & Heide, 1997; Macher 
& Richman, 2008). Logistics theory building can evolve from mainstream approaches 
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to research (Kovács & Spens, 2007), to which transaction cost theory certainly belongs. 
However, there is great disparity in how previous empirical studies have applied the 
transaction cost constructs. While this disparity provides flexibility in using the theory, 
the lack of consensus in operationalisation contributes to confusion on the empirical 
standing (David & Han, 2004). Hence, transaction cost economics may be used and 
interpreted as a metaphor (ibid.). 

In the service tiering context, monitoring 3PL providers and sub-suppliers in up-stream 
tiers requires measures to improve the information exchange and overcome insufficient 
visibility concerning logistics activities, and the control of the processes. Consequently, 
the use of second-tier suppliers is an interesting topic from a transaction cost point of 
view. Vafidis (2007) concludes that whereas industrial network theory complements 
research by adopting a transaction cost approach in describing extensive organisational 
networks, these can be investigated in more detail and structure with the advantages 
provided by transaction cost economics. 

2.7. Risk perception 

The concept of risk is found in logistics research, e.g. determinants of risk from buyer 
and provider perspectives (La Londe & Cooper, 1989), the risk liability arguments that 
reflect lack of information concerning service options and firm strategy (Rao & Young, 
1994), certain loss of control (Razzaque & Sheng, 1998), risk sharing in principal-agent 
relationships (Agrell & Norrman, 2004) and management of risk in advanced logistics 
outsourcing (Andersson & Norrman, 2004). The concept is an issue that scholars may 
touch upon in the evolving discussion of risk management in supply chains (Juettner et 
al., 2003). Only recently were efforts directed towards proper typology of supply chain 
risk (Rao & Goldsby, 2009). 

The concept of risk is confusing because it is perceived as a multidimensional construct, 
i.e., dependent on a specific industry and situational supply chain concepts (Juettner, et 
al., 2003). On the other hand, the risk concept is considered to be applied due to the 
impact on practitioners’ approach to managing risk. Thus, risk acknowledges a view on 
risk along patterns that are less precise and different from the conventional decision 
theory (March & Shapira, 1987). March and Shapira (1987) point out three differences 
between the empirical and conceptual bases: practitioners 1) do not treat uncertainty31

about outcomes as important risk aspects; 2) have tendencies to ignore the probability 
of loss compared to the corresponding quantifiable unit of loss; and 3) seldom reduce 
risk to any quantifiable constructs. However, risk is related to individual rather than 
organisational incentives, and varies across individuals and contexts (ibid.). Supply 
chain risk and processes for managing risk, from both buyer and provider perspectives 
have recently received topical interest (Andersson & Norrman, 2004; Juettner et al. 
2003; Rao & Goldsby, 2009).  

In addition to the idea of choice and the expected return of alternatives, as one side of 
the coin (in opposition to losses), the definition of risk in rational theory assumes the 

                                                       
31 Uncertainty refers to the variability of the elements that are related to the work performed or the extent to which 

behaviour can be predicted in advance (Scott, 1981). 
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consequential aspect of the current actions (March, 1994). An alternative serves the 
preferences of an actor (individual or organisation) if they are in line with expected 
consequences, which links back to information to assess future consequences and/or 
outcomes. Furthermore, from the behavioural point of view, contextual variation in risk 
taking is less concerned with individual preference for risk than from a change in focus 
among a number of ambiguous alternatives (March & Shapira, 1987). Hence, the result 
of changes in attractive opportunities shifts focus away from negative aspects involved, 
in a particular alternative, towards its advantages found. The conclusion suggests that 
relatively high expectations of advantageous outcomes of tiered service structures in 
3PL may override risks and misguide the buyer of logistics services. The assumption is 
supported by recent conceptual studies on supply chain risk, stressing that very limited 
literature addresses risk in identifying potential sources of risk in supply chains (Rao & 
Goldsby, 2009) and risk perceptions due to certain inaccessible information for outside 
researchers (Tsai et al., 2008). 

March and Shapira’s (1987:1404) definition of risk is adopted here, where “risk is most 
commonly conceived as reflecting variation in the distribution of possible outcomes, 
their likelihood, and their subjective values”. Hence, risk is measured as the probability 
distribution of possible losses and gains related to a particular alternative. The idea of 
choice deals with risk and is thereby affected by the expected return of an alternative. 
In the context of 3PL, risk concerns are for instance associated with the conditions and 
circumstances in internal and external contracts that generate the lowest transaction 
costs. For the purpose of this study, risk sources are defined as the network-related risk 
from sub-optimal interaction and cooperation between organisations with vulnerability 
potential from visibility deficiencies beyond first-tier logistics service providers. 

Under uncertain internal, external and environmental conditions, the term risk is used, 
referring to reduced outcome predictability (Juettner et al., 2003). The authors suggest 
that risk is derived from distinct risk sources and risk consequences. Sources of risk are 
interesting here due to the risk dimension of perceptions, whereas no effort is made 
towards normative strategies to identify or reduce risks as such. According to Juettner 
et al. (2003), risk sources are environmental-, organisational- and network-related.
This study leans towards the network-related risk sources by referring to sub-optimal 
interaction and by distinguishing three sources of risk: 1) lack of ownership; 2) chaos; 
and 3) inertia. Lack of ownership is self evident in outsourcing and an internal resource 
allocation of core competencies. Complex networks of business relationships result in a 
confused mix of responsibilities (Maltz & Ellram, 1997). Complexity can increase chaos 
effects due to distorted information (March & Shapira, 1987; Svensson, 2004) and lack 
of understanding between organisations. Inertia refers to lack of responsiveness to the 
market/environmental changes (Teece et al., 1997; Abrahamsson & Wandel, 1998; de 
Witt & Meyer, 2004).  

Juettner et al., (2003) noted that while it is important to assess risk beyond a first-tier 
supplier, it is more difficult and expensive to analyze a first-tier supplier’s exposure to 
risk. However, risk perceptions shape channel members’ risk behaviour, which has 
been claimed to deviate from structured ways in practice (March & Shapira, 1987). The 
risk attitude that reflects an actor’s consistent or general predisposition towards risk 
will not change risk management behaviour if no risk is perceived in certain situations. 
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Andersson and Norrman (2004) noted that only few studies have explicitly mentioned 
risks in the 3PL context. However, the concern for control in logistics service channels 
with many interfaces is found in past research (La Londe & Cooper, 1989; Andersson & 
Norrman, 2004). 

2.8. Propositions development 

The following conceptual discussion facilitates proposition development of construct 
relationships, which constitute the proposed conceptual framework to be evaluated in 
the empirical part. The proposed conceptual framework for the empirical assessment is 
housed in the service tiering context, and thus follows research recommendations (e.g. 
Maloni & Carter, 2006; Marasco, 2008) to a certain extent.  

2.8.1. Value appropriation between dyads 

The notion of power regimes in extended or serial dyadic relationships is central in the 
extended logistics relationships of logistics service arrangements. Therefore, the power 
perspective may be an applicable platform in the service tiering context, especially in 
cases with more dominant intermediary supply chain actors, which is a common case in 
3PL (Lieb & Miller, 2002). The strong position provides and encourages 3PL providers 
to sub-optimize customer requirements, in favour of own financial performance (Kim & 
Frazier, 1996), while intentionally leaving 3PL buyers with less control over contractual 
logistics service performance.  

In order to approach proposed power dependencies beyond dyadic power relationships, 
the sum of participating actors´ power (total power) and the differences between them 
(power asymmetry) serve as a point of departure (Kumar et al., 1998). It avoids the 
difficulty of a conceptual individualisation of actors’ power position because of the lack 
of information about surrounding actors´ power circumstances. 

Power regimes

Londsdale and Cox (1997) argue that the power balance can change during the period 
of contract in broader supply markets. The logic behind such a statement is interpreted 
as a positioning matter that affects actors’ behaviour in supply chains. It suggests that 
structural power differences should be acknowledged for safeguarding corporate goals 
(Cox, 1997). The channel members involved consequently influence the distribution of 
value between the tiers, which is affected by the power regimes determined by actors 
involved in supply chains. Power regimes appear in complex supply chains within up- 
and down-stream supplier relationships (Cox et al., 2001). Watson (2001) continues to 
argue that supply chains contain sub-regimes of power within the overall power regime. 
Therefore, effects of relationship elements and dimension32 may have a different effect 

                                                       
32 Relationship elements and dimensions have been used interchangeably in logistics literature and refer to concepts 

such as communication, dependence, trust and opportunistic behaviour to name a few (see e.g. Knemeyer & Murphy, 

2005a; 2005b). 
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on another part (relationship) in supply chains. The figure illustrates the power effects 
in two liner serial dyadic relatioships. 

          A < or = B                 B < C
A B C

Figure 13 A supply chain power regime (Watson, 2001:37) 

The illustration assumes that B (services provider) is interdependent or has the power 
of A (service buyer) due to size and scale. Regardless, the value appropriation outcome 
is a function of the circumstances and the dependence of B on C (second-tier supplier). 
A is forced to share value because of the exploitation of B by/through C. Consequently, 
the created value between a 3PL service buyer and provider is appropriated by a second 
tier sub-contractor. In cases of multi-tiering, value can conceptually be shared by more 
up-stream actors in supply chains. However, the concept of power is important but has 
not been properly defined conceptually (Cox et al., 2004). Whereas business success is 
determined by the conditions that increase firm-specific control to effectively leverage 
it against suppliers, competitors and customers to accumulate value for shareholders 
(Cox, 1997), concepts such as power and value are interpreted as critical elements of 
any exchange transactions. 

Defining power

Marsden (1983) studied the impact of various social structure restrictions on potential 
exchange in terms of “redistribution” of power amongst actors in networks. It means 
that power is less an attribute of an actor than the relationships between actors. The 
power relationship between two actors, i.e., the dyad, is determined by the inverse 
dependence of an actor (B); 

(1)  PAB = D BA  ,

where PAB is the power over actor A on actor B, and DBA is consequently the dependence 
of actor B on actor A. Power is given by the inherent factors that create a dependence 
on actor A. The factors provided, and adopted here, are control and interest, which are 
dimensions of relationship outcomes between actors and events. The preference of 
actor j´s interest in event i is then the proportion of the variability related to the 
aggregated outcome preferences, and thus; 

 m 

(2) yji = 1.0 , 
                                     i =1 

where yji is an outcome preference of an event and m is the number of events. Similarly, 
the control of actor j over event i is described as the proportion of the event controlled 
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by actor j. Hence, the control of actor j over event i is the probability of actor j alone
determining the outcome of event i.

       m      

(3) cji = 1.0 , 
      j =1 

Following from the above, it is possible to explicitly capture the dyadic dependence of 
actor j on any other actor k, which is denoted zjk below. The definition of dependency in 
a relationship between actor j and k reflects the extent to which events are controlled by 
actor k, presuming possible outcomes of interest to actor j.

       m      

(4) zjk = yji cjk , 
     I = 1 

Consequently, it is possible to describe the power relationship between two actors (j, k),
by comparing zjk and zkj. Theoretically, this comparison establishes ratios, which can be 
regarded as the terms of trade in dyadic relationships. That is, if zkj falls below zjk, then 
actor k is in a power position over j and receives the proportion zjk of j´s resources in 
exchange for the proportion zkj of actor k´s resources. Power positions are determined 
by the exchange ratios between the actors, which are in turn determined by the relative 
dependencies. Thus, the dependency definition (4) does not incorporate the alternative 
sources to k for preferred outcomes. Marsden (1983) suggests that the following 
equation includes a portfolio of actors and thus define power positions “...as the sum of 
dependencies of other actors, taking their respective power into account.” (Marsden, 
1983:689). Hence, the definition enables the application of the power perspective to 
linear serial dyadic relationships as follows; 

n

(5) pj = pk zkj , 
     k = 1 

where pj is the power of actor j. The definition (5) suggests that the actors with multiple 
advantageous exchange ratios have a higher degree of power, which is (re)distributed in 
and between dyads. As the factors control and interest are foundations of dependence, 
the combination of them is assumed for value appropriations in the context of service 
tiering. 

The main point is that (re-)distribution of power is the results “...of what happens to 
resource exchanges between pairs of actors without direct connections” (Marsden, 
1983:353). It is thus essential to acknowledge that power is not as much determined by 
the contractual dyadic relationship, as by transactions mediated by intervening actors. 

“Residual value”

Cox et al. (2001), promote value flows as central to circumstances of power, which is 
less common in logistics research. The concept of value is divided into the following 
dimensions of 1) value proposition; 2) value-adding process; and 3) value appropriation 
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(ibid.). Value proposition refers to the utility of product or service offerings for the 
customer, while the core value-adding process refers to the transformation process of 
increased output value compared to input value. Value appropriation is interesting in 
the context of power, consisting of the expected value of participating at the particular 
stage in a supply chain. The distribution of value determines if the expected value flows 
become a reality. However, value is hard to generate independently in isolation from 
any external actors (inter-organizational relationships). Thus, as multiple actors engage 
in value creation, tensions can arise between the creation of value and the distribution 
of value among channel members (Scheer et al., 2003).  

Following from the above, the “flow of value” is applied as an additional flow to those 
that appear in most academic work, e.g. the flows of goods, resources, information and 
financial (Abrahamsson & Wandel, 1998) that constitute the flow-based characteristic 
of logistics (Jahre & Persson, 2005). From the service tiering perspective, the premises 
underlying the aggregated distribution of value determine the value appropriation 
opportunities of each actor. This abstract notion of value distribution is acknowledged 
as a certain residual value, which is the net present value of operations, extending to 
and beyond the reasonable forecast period, and thus, reflects the expected value beyond 
the planning horizon (Srivastava et al., 1998). Thus, channel members must appreciate 
the residual value of aggregated contracts, instead of just one contractual relationship. 
These are reasonable arguments as buying and selling markets generate different value 
due to structural power differences. 

Dependence

Power

Residual value 

Figure 14 The interconnectedness between power, dependence and value 

However, value appropriation is the underlying raison d'être of the firm, which is profit 
creation within a particular market structure (Cox, 1997). This in turn affects exchange 
processes (Marsden, 1983). Consequently, firms with a surplus of power, as defined by 
the interdependencies on one another, engage in price-making behaviour that result in 
lower exchange value, i.e., inequitable exchange for those channel members who lack 
valuable alternatives to exchange relationships (ibid.). The power perspective implies 
that actors with more power compared to others can influence the exchange process of 
less alternative-“equipped” actors at different tiers in serial dyadic exchanges. As the 
notion of dependence lies at the core of the definition of power, it will serve as the 
determinant of, and reason for, buyer interpretation of equity distribution in this study.  

2.8.1.1. Dependence

Situations of dependence appear differently in the collective action33 of cooperative or 
conflict characterised involvement. The cooperative type of collective action among the 
                                                       
33 Collective action refers to inquiries that involve examining the attributes and dimensions that cause the setting of 

exchange, and contrary, to deviance, conflict and termination of any such. 
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actors participating in exchange processes emphasizes greater benefits than attained 
alone or obtained through other alternatives (Knemeyer et al., 2003). This is a strategic 
approach, which stresses duality34 by assuming a continuing relationship with mutual 
investments, compatible goals and satisfactory outcomes. On the contrary, the more 
rational perceptions of dependence are housed in the one-dimensional approach where 
the conditions for desired exchange outcomes are guided by unequal distribution of 
control (e.g. Rinehart et. al, 2004; Golicic & Mentzer, 2006). Switching opportunities 
between exchange partners determined by the number and attractiveness of alternative 
actors lies at the core of this approach. 

From the 3PL logistics service buyer’s perspective and in the service tiering context, 
mutually dependent actors might be willing to reduce opportunism in supply markets. 
However, the unequal situation of dependence evokes initiatives of peripheral business 
opportunities and relationships at the expense of existing relationships (Rinehart et. al, 
2004). This is interpreted as less beneficial financial consequences for the buyer, at the 
first-tier level. Different roles in various buying and selling markets that refer back to 
structural power differences are the determining factors of value distribution within 
and between dyads. The terms of trade are therefore settled by the interfaces between 
the two parties (White, 1993), i.e., influenced by peripheral actors that intervene in 
contractual arrangements. However, the underlying reason for this kind of tendency is 
price-making behaviour, which is initiated by well connected actors in the combination 
with exchange partners´ dependence upon the absence of any valuable alternatives for 
channel members (Marsden, 1983). 

Thus, terms of trade constitute the interface between providers and buyers, which may 
be changed by the other side35 of the market (White, 1993). While terms of trade and 
value appropriation/price-making behaviour refer to financial concerns, the notion of 
equity is adopted in an effort to reflect the perceived equal or fair value distribution in 
linear serial dyadic exchange relationships (Scheer et al., 2003). However, sub-supplier 
involvement may translate into sub-optimisation/price-making behaviour, affecting the 
distribution of equity between parties. 

P1: In the service tiering context, buyer dependence on first-tier service 
providers is negatively associated with buyer perceptions of equity. 

2.8.1.2. Equity distribution (value appropriation) 

Even though most firms undertake business projects for the economic purpose, which, 
according to this study, is concerned with the control of more individualised corporate 
objectives on the premises of power circumstances and equal or shared distributions of 
value, is not evident in situations. In order to improve equity36, the transparency of the 
                                                       
34 Please refer to section 2.5. concerning the importance of duality related to “strategic implications”. 

35 ”The other side” refers to the buyer side but can also be interpreted as the suppliers of dominant inputs (White, 

1993:373), assuming a potentially dominant input from specialized suppliers beyond first-tier in logistics service 

outsourcing.

36 The equity principle makes an assumption that some concept of degree of fairness can be determined for a particular 

context (Bazerman, 2001). 
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logistics processes beyond the focal first tiers is improved by cooperative norms and 
effective information exchange. Hence, bilateral power dependence does not assume 
the removal of hierarchical governance modes, nor does it impose an unrealistic idea of 
equity (Ståhle & Grönroos, 2000). 

As business relationships create value that might be difficult to generate independently, 
firms combine their strengths for managing their weaknesses (Powell, 1990). However, 
arrangements are individually tailored to the needs of the respective party for purposes 
they intend to achieve (ibid.). Consequently, the assumption that different purposes can 
lead to action, which is determined by the premises of individual corporate objectives, 
is adopted. Thus, joint value creation in exchange relationships is far less complicated 
than distributing the value between the actors (Scheer et al., 2003). It is the perceived
outcome of exchange that determines how the 3PL buyer perceives the equity when 
comparing own and other parties contributions to a business relationship. Perceived 
negative inequity is at hand when the actor suspects that its partner receives more in 
rewards than is apparent to the suspicious actor, whereas a positive inequity refers to 
situations that lead to a guilt of receiving disproportionately greater outcomes (ibid.). 
Regardless of the situation, greater inequity can lead to the termination of relationships 
in favour of one that is perceived more equitable. The degree of perceived (in)equity is 
guided by the following formula: 

Figure 15 A formula for perceived equity, positive and negative inequity (Scheer et al., 
2003:308)

Scheer et al. (2003) studied the value distribution related to perceived equity between 
actors by exploring the impact of different levels of equity appropriation on a range of 
attitudes towards partners. The effects of negative inequity might increase hostility and 
lead to lower trust and continuity expectations of the relationship (ibid.). The following 
proposed relation between equity distribution and cooperative norms was derived from 
the associated outcome distribution norms of inter-organisational relationships (ibid.). 
The cooperative norm, as a construct, serves as an indicator and/or evaluated construct 
for equity distribution but refers to as a loose construct in the forthcoming conceptual 
framework. 

2.8.1.3. Cooperative norms 

As defined by Cannon and Perreault (1999:443), the cooperative norms concept refers 
to the understanding of what “...expectations the two exchanging parties have about 
working together to achieve mutual and individual goals jointly.” Cooperative norms do 
not emphasize an understanding of other parties´ needs, but rather reflect the need to 
work together in order to be successful. Equally important, this construct elaborates on 
key elements for the underlying assumptions of this study, like strategic flexibility to 

 firm´s outcomes  partner´s outcomes
   firm´s inputs    partner´s inputs

> 0, positive inequity ;    0, equity ;

< 0, negative inequity .



62

enable response to changing conditions, coordination in channels of distribution, actor 
behaviour consistent with bilateral power dependencies and various governance modes 
of exchanges (ibid.).  

The reason why the construct is treated as a “loose” construct from the conceptual path 
of propositions is because it is regarded as “unit action” (Heide & John, 1990:25). Even 
though transaction cost theory may serve as useful alternative theoretical lenses, in the 
service tiering context, it would be narrow-minded to ignore the broader definition and 
the benefits of market-based exchanges. This is also because the norms reflect trust, as 
a mode of governance (Cannon & Perreault, 1999). Trust has been widely acknowledged 
in exchange transactions, but may be determined by circumstantial conditions of time 
and place (Blois, 1997), and thus requires constant questioning (Blois, 2003). In other 
words, the concept of trust is interpreted and regarded as prerequisite for partnership 
success, but risk also derives from trust (Ståhle & Grönroos, 2000). While business 
opportunities develop from and during exchanges with surrounding organisations that 
require trust, opportunities come with higher costs in terms of risk. Consequently, the 
basic economic fundamentals of risk and return apply (Harrison & van Hoek, 2008). 

Following from the above, as the power perspective is linked to a value appropriation 
opportunity, it encourages one channel member to optimize the own part of the supply, 
which is sub-optimizing, i.e., engaging in price-making behaviour, in favour of own 
premises. As 3PL relationships are regarded and characterized in terms of cooperation 
(Skjoett-Larsen, 2000), the view may and should be applied to a case-by-case basis in 
the particular situations, e.g. for certain problem solving (van Laarhoven et al., 2000). 
Thus, cooperation suggests behaviour consistent with the bilateral power dependencies 
(Cannon & Perreault, 1999). In other words, parties act to maintain a relationship and 
to simultaneously fulfil their corporate goals. Cooperative norms reflect expectations of 
working together to achieve both individual and mutual goals jointly (ibid.). Thus, sub-
optimisation due to bilateral power-dependencies and the potential buyer perceptions 
of inequity are counteracted by cooperative norms. 

P2: In the service tiering context, cooperative norms are positively associated 
with buyer perceptions of equity. 

Value distribution, in combination with the related power perspective, is central to 
determining potentials of supply chains consisting of extended dyadic relationships. 
However, possible disadvantages must be addressed in order to apply these constructs. 
First, the managerial contributions are limited, since the focus is placed on a particular 
part of the supply chain in question, while practitioners have to consider the entire 
supply chain (Cox & Ireland, 2002). Furthermore, different power structures determine 
the conditions and forms of cooperation, along with varying results for the intervening 
and mediated actor (Cox et al., 2003). Thus, application of constructs may only have 
contextual relevance. 

2.8.1.4. Information exchange 

Research claims that information exchange is positively associated with logistics service 
buyers' perceptions of logistics performance, as one key dimension (LaLonde & Cooper, 
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1989; Bowersox, 1990), and is critical in supply chain relationships (Stank et al., 1996). 
Following Klein et al. (2007), information related to logistics relationships is regarded 
as “strategic information”, which denotes information that yield a specific value to the 
actor(s) who has it, and can accrue benefits to exchange actors through the exchange of 
such information. 

As one part of communication behaviour between firms, information sharing refers to 
the extent to which critical and proprietary information is communicated to channel 
members (Mohr & Spekman, 1994). Information availability improves the operational 
effectiveness and determines partnership success to a large extent. Moreover, advances 
in information and communication technology require organisations to re-examine the 
risks and reward the trade-offs of more sharing of information (Cannon & Perreault, 
1999). Exchange parties are better able understand the outcomes of mutual behaviours. 
However, the term information exchange is preferred here, since it refers to the degree 
to which channel members of a supply chain “expect” information sharing (Eng, 2005). 
Hence, information sharing is here regarded as the dyadic/mutual conduct, while 
information exchange reflects information and influence from actors beyond dyadic 
relationships.

In channel relationships, control over information has been an ongoing struggle due to 
(dis)advantageous positions of power (Jap & Mohr, 2002). Consequently, when firms 
make efforts to strengthen their own positions, selective information sharing with only 
limited supply chain visibility (Bagchi et al., 2005) may result in the very critical task of 
overcoming barriers to obtaining information. Studies related to vulnerability in up- 
and down-stream supply chains stress and suggest that information transparency and 
obscurity are central determinants of channel visibility (Svensson, 2004).  

             First tier         Second tier       Third tier

                 Inbound/Outbound    Supplier/Customer     Supplier/Customer Supplier/Customer

Degree of Degree of

transparency obscurity

     Visibility Line

Figure 16 Visibility model of information in up- and down-stream supply chains (Svensson, 
2004:743) 

Hence, relevant and timely accurate information improves transparency, as obscurity 
deteriorates information in supply chains. Svensson (2004) noted that unmanageable 
obscurity may be a stated fact beyond the first-tier supplier illustrated in the figure with 
a visibility line. The visibility line is drawn between the first- and second-tier suppliers. 
In this study, information exchange is conceptualised as equal sharing of information 
among the participating actors in tiered services, resulting in increased supply chain 
visibility for independent action to respond to unknown changes of an event. Recent 
work on visibility in supply chain emphasises that supply chain visibility (SCV) is still a 
term of multiple interpretations, adding to miscommunication and confusion (Francis, 
2008).
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Distributable outcome, which means the generated value that can be allocated among 
the channel members related to the particular exchanges, approximates the notion of 
“total channel profits” (Scheer et al., 2003). From service buyer perspectives, channel 
members in different tiers influence the distribution of value, i.e., total channel profit. 
Presumably, value can be appropriated with timely relevant information exchange.  

Therefore, information transparency increases knowledge about a partner’s business, 
where the door may be open for more specialised sub-suppliers on the premises of 3PL 
provider price, or profit making. In any event, information exchange much increases 
knowledge about partners´ businesses, which in turn enables first-tier service buyers to 
act independently (Mohr & Spekman, 1994) on the basis of the greater visibility across 
channel members (Simatupang & Sridharan, 2005). The increased attention to channel 
members, along with enhanced inter-organisational communication, is enabled by the 
offers of more varied incentive systems offerings, towards channel members (Klein et 
al., 1990). Equitable value distribution in tiered services relates to the visibility enabled 
information exchange. 

P3:  In the service tiering context, buyer perceptions of equity are positively 
associated with information exchange. 

2.8.1.5. Information exchange and transaction costs 

Information exchange is found be associated with power in supply chain relationships 
and information exchange behaviours (Williams & Moore, 2007), which are linked to 
explaining inefficiencies in information exchange (Williamson, 1985). 

Asset specificity

Asset specificity refers to questions of whether assets can be redeployed, i.e., used in 
any alternative operations or exchange relationships. When asset specificity increases, 
and the redeployability37 decreases, bilateral dependence and contracting hazards may 
increase, between parties (Williamson, 1991), and decrease bargaining positions of the 
buy-side party (Klein et al., 1990). By contrast, higher asset specificity is associated 
with the more integrated channels and lower opportunism through some exercise of 
authority (ibid.). Supply chain integration processes are positively associated with 
information exchange (Simatupang & Sridharan, 2005). Thus, information exchange is 
assumed to be positively associated with asset specificity. Hence, information exchange 
in tiered services is underpinned by supply chain authority and integration. 

P4: In the service tiering context, information exchange is positively 
associated with asset specificity. 

Behavioural opportunism

Opportunism refers to the lack of honesty in transactions and is manifested in such acts 
as distorting or withholding information with the intent to mislead, and failing to fulfil 
                                                       
37 Redeployability is here interpreted and referred to as alternatives for a particular exchange relationship, i.e., switching 

options related to supply chain uncertainty and unexpected costs in buyer-supplier relationships (Wu, 2009).
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promises, or expectations (Grönroos, 2009) related to an exchange (Williamson, 1975; 
1985). Moreover, the risk of opportunism is inherent in exchange transactions, but it 
would be counteracted with openness and honesty. Hence, John (1984) noted that the 
potential for opportunistic behaviour is in long-term relationships where market-based 
competition may be missing and/or reduced. In contrast, information technology and 
exchange facilitate monitoring of the logistics service providers (Bourlakis & Bourlakis, 
2005). Hence, information exchange in tiered services enables monitoring that would 
combat opportunistic behaviour.

P5: In the service tiering context, information exchange is positively 
associated with opportunistic behaviour. 

Transaction frequency

Previous research has given limited attention to the assumptions of risk neutrality and 
transaction frequency (Rindfleisch & Heide, 1997) as a dimension of transaction cost. 
Recently, Geyskens et al. (2006) excluded transaction frequency as a construct in their 
study on previous empirical governance research, based on transaction cost theorising. 
This study takes an initial step towards measuring transaction frequency (please refer 
to operational measures in chapter 3). Supply chain complexity is an aggregate measure 
of type, structure, information, and volume [frequency] of interdependent activities 
and processes in supply chains (Manuj & Mentzer, 2008). As the components of supply 
chain complexity, it is anticipated that information exchange and volume [frequency] 
may be mutual or reciprocal constructs. 

P6: In the service tiering context, information exchange is positively 
associated with and facilitates higher transaction frequency. 

Environmental uncertainty

Logistics researchers suggest that environmental uncertainty be recognised as a factor 
influencing organisational structures (Chow et al., 1994). The essential dimensions are 
1) the ability to predict the range of expectations and behaviour of constituent groups of 
both suppliers (including logistics suppliers) and customers. Hence, the characteristics 
of and relationships with supply chain members are important. The second dimension 
is 2) the range of expectations and behaviours. Both these dimensions are critical in the 
logistics context (ibid.). Kim and Frazier (1996) emphasize the necessity to examine the 
implications of dynamic in channel systems, which are related to changes in market 
structures and product life cycles, for behavioural processes in supply chains. Under 
conditions of any considerable environmental uncertainty, the greater is the need to 
gain information from/on participating channel members and perform joint planning 
(ibid.). Therefore, exchange of information is assumed to be negatively associated with 
environmental uncertainty. 

P7: In the service tiering context, information exchange is negatively 
associated with environmental uncertainty. 
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2.8.1.6. Transaction costs and risk perception 

Apart from behavioural transactions cost assumptions and dimensions of opportunism 
and bounded rationality, Chiles and McMackin (1996) criticised scholars in the field for 
holding the assumption of risk neutrality. In other words, this means that transaction 
cost scholars have left the variable market actors’ risk preferences unnoticed. Moreover, 
few studies have explored the interaction effects among transaction cost variables and 
other relevant factors (Macher & Richman, 2008). Hence, transaction cost variables are 
explored as mediating constructs between information exchange and risk perceptions 
in the service tiering context. 

Asset specificity and behavioural opportunism

Zajac and Olsen (1993:133) refer broadly to the transaction cost concerns as “...the risk 
of exploitation by one’s exchange partner”. Following Tsai et al. (2008), who based risk 
events upon sub-events of the attributes asset specificity and behavioural opportunism, 
perceptions of risk are attributable to information and the loss of control (asset risk), 
information and dependence (behavioural opportunism). Furthermore, asset specificity 
and opportunism add to perceived risks on the supply-side, providing incentives for 
backward integration due to issues such as capacity constraints, and the supplier-buyer 
power balance (Achrol et al., 1983; Ellram and Siferd, 1998; Williamson, 1979), which 
link back to the exposure to exploitation, from the logistics service buyer perspective.

Whereas asset specificity refers to questions of whether assets can be redeployed, i.e., 
used in any alternative operations or exchange relationships (Williamson, 1991), the 
related perception of risk (Tsai et al., 2008) is associated with the loss of management 
control over logistics activities and the separation of such control (Razzaque & Sheng, 
1998; Boyson et el., 1999). Hence, information risk is mediated by assets specificity and 
attributable to losses due to inaccurate or unavailable information related to business 
conduct (Razzaque & Sheng, 1998; Hong et al., 2004). Risk perception is underpinned 
by insufficient control and information on logistics activities. 

P8: In the service tiering context, asset specificity is positively associated with 

Consequently, behavioural opportunism can be based on pure economic reasoning, i.e., 
profit/price-making behaviour, and transacting channel members’ behaviour related to 
avoiding or failing to meet predetermined agreement obligation (Bourlakis & Bourlakis, 
2005). Following Tsai et al., (2008), transacting channel members may face potential 
challenges of withholding and distorting information, misinterpreting of contract or 
exploiting the dependence of 3PL service buyers for price increase, i.e., price-making 
behaviour. Opportunistic behaviour is expected to be positively associated with buyer 
perceived risk due to the self-interest goals of channel members in service tiering. 

P9: In the service tiering context, opportunistic behaviour is positively 

buyer perceptions of risk. 

associated with buyer perceptions of risk. 
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Transaction frequency

The frequency of transactions is assumed to increase in the service tiering context 
whereas flows (resources, information and financial) related to logistics activities are 
managed by multiple channel members in different tiers. Thus, transaction frequency is 
assumed to be related to the frequency with which transactions between the exchange 
parties occur (Williamson, 1985; Bourlakis & Bourlakis, 2005). Moreover, frequency is 
a measure of how often a similar kind of risk event happens. Frequency, coupled with 
increased physical distances from risk sources and lesser control over non-immediate 
supply chain actors, increase the magnitude of problems especially in the global context 
(Manuj & Mentzer, 2008). In the presence of asset specificity, frequency may push the 
transactions from markets into hierarchical modes of governance (David & Han, 2004). 
Thus, buyer perceived risk is derived from the increased amount of exchange interfaces 
and distance to risk sources. 

P10: In the service tiering context, transaction frequency is positively 

Environmental uncertainty

A higher level of business activity between channel members imposes more uncertainty 
on decision-making that relates to other channel members´ performance, which in turn 
translates into the perceived risks associated with the strategic implications of business 
relationships (Heide & John, 1990). Thus, environmental uncertainty is expected to be 
positively associated with buyer perceived risk. If the environment is uncertain, it may 
be difficult to successfully use the supply market at a fair rate, which may regarded as a 
market premium for the supply-side to cover the risks identified (Kremic et al., 2006). 
Greater environmental uncertainty may imply difficulties in defining expectations and 
requirements, and prevent a negative impact on the exchange relationships (ibid.). It is 
further anticipated that the buy-side is unable to assign probabilities to the potential 
impact of environmental factors on the success or failure of the buying firms (McCabe, 
1987). In other words, buyer perceived risk reflects the negative impact on the exchange 
relationships.

P11: In the service tiering context, environmental uncertainty is positively 

2.9. A summary of the theoretical framework 

The above discussion is summarised as follows. The conventional tendency in logistics 
research to apply various theories and perspectives to the same complex reality under 
investigation raises challenges to collect, summarise and describe past research in the 
logistics field and the 3PL domain in particular. However, this interdisciplinary nature 
of research contains advantages in terms of flexibility in research design, and can thus 
be regarded as a strength of academic research contributions in the field (Stock, 1997). 

In logistics outsourcing, positioning in supply chains imposes needs for simultaneous 
assessment of the collaborative and competitive conditions. Furthermore, compatibility 
and functionality are prerequisites for value-matching between the actors in supply 

associated with buyer perceptions of risk. 

associated with buyer perceptions of risk. 
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chains. However, previous research acknowledges that relationships do not necessarily 
have to be relational and can get out of alignment, for which adaptation is required. The 
relationship frameworks used in 3PL research have been housed in the unalterable one-
dimensional or holistic views on dyads and triads, how to manage them and structures 
that create purposeful conditions for longer duration. Hence, influence from external 
parties beyond dyadic and triadic relationship settings has been neglected in the 3PL 
literature in which explicit attention to service tiering is limited.  

This thesis builds on assumptions that interesting research topics beyond focal dyadic 
and triadic relationships may remain unexplored in the context of 3PL. From service 
tiering and buyer perspectives, the presence of power structures in linear serial dyadic 
exchange relationships, in which the parties can exercise control of participating actors 
(Skjoett-Larsen, 1999), implies potential exposure to asymmetric distribution of value 
between parties on premises that satisfy the more powerful parties.  

The problems related to service tiering are to some extent grounded in limited visibility 
and dependencies between logistic activities and the parties involved, i.e., power/ 
dependence structures of exchanges. Service tiering is a product of the capabilities and 
capacity required and pooled to fulfil logistics services, which gives the 3PL provider an 
intermediary role. From the 3PL buyer perspective, equity is challenging to obtain due 
to self-interest (or internal) financial gains between linear serial dyads, and difficulties 
in implementation of gain-sharing agreements. Moreover, imbalance of power may 
relate to partnerships failures. It is concluded that research on power dependencies in a 
3PL context, and especially across linear serial dyads, is limited. 

Cooperative norms serve as safeguards in inter-organisational relationships to prevent 
misalignment between expected and realised services. On the other hand, insufficient 
visibility in up-stream supply chains is determined by the transparency and obscurity of 
information, which may result in buy-side vulnerability. Visibility in turn is dependent 
on information exchange between transaction parties, affecting the responsiveness to 
change, i.e., decision-making and adaptation to change. Therefore, we can conclude 
that research addressing issues related to information exchange between linear serial 
dyads deserves more explicit attention in the 3PL literature. 

Following from the above, measures to improve information exchange and overcome 
the problems of insufficient visibility are partly explained by behavioural assumptions 
of opportunism and bounded rationality. Thus, transaction cost economics is regarded 
as a theory providing advantages to investigate extensive organisational configurations 
in more detail and structure. In addition, transaction costs economising is applicable in 
cases that lack multilateral agreements between parties. The main argument for using 
transaction cost theory in the service tiering context is the assumed movement towards 
a more market governed mode of transactions by utilising several service tiers. 

From the logistics service buyer perspective, the fears of losing strategic control over 
outsourced logistics activities or a distinct position are regarded as risks of outsourcing 
In particular, the 3PL buyer perceptions of risk remain unexplored. Hence, control 
improves the predictability of collaboration outcomes from multiple logistics links, 
management of the complexity and unstructured nature of capability requirements and 
employed/pooled capabilities. 
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The discussion is summarised in Figure 15, depicting the conceptual framework for the 
empirical assessment. Please note that the arrows depicted in the figure do not denote 
directions of causality, but rather refer to the direction of the discussion, and order of 
evaluation for the proposed construct associations. 

Figure 17 Conceptual framework for buyer perceptions of service tiering effects 

The literature that has been presented does not cover all aspects concerning the topic of 
relationships and tiered service structures, in third-party logistics. The intention is to 
present past academic contributions in the field of third-party logistics. Even though 
logistics is a broader field, the literature reviewed here is interdisciplinary in nature and 
serves the purpose of this study. It provides a basis for discussion on structural features 
in 3PL relationships in the service tiering context.  

As mentioned before, logistics is influenced by other academic disciplines that provide 
opportunities to apply the variety of theories and perspectives to observed phenomena. 
Consequently, the related literature is plentiful. Scholars who provide a risk and/or a 
critical perspective to exchange relationship have inspired the author. The foundation 
of the proposed buyer view to services tiering is a point of departure, stressing business 
conduct as the profit-/price-making practices in the existing or given market structure, 
from a business or profit-making organisation’s point of view. 

This chapter presented and discussed relational structures and attributes, relationship 
frameworks previously applied in logistics research and the 3PL domain in particular. 
The chapter resulted in the conceptual framework to be evaluated by quantitative and 
qualitative methods. Hence, chapter four turns to explaining how the empirical studies 
were conducted and assuring the ontological appropriateness. 
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3 RESEARCH METHODOLOGY 

The paradigm concept reflects “...people’s value judgements, norms, standards, frames 
of reference, perspectives, ideologies, myths, theories, and approved procedures that 
govern their thinking and action.” (Gummesson, 2000:18) Hence, different views give 
different lenses through which researchers interpret and communicate conceptual and 
empirical assumptions and findings. The following discussion aims to explain those 
scientific platforms, which have guided choices of research design. 

This chapter discusses the different “lenses” through which research may be conducted 
in order to arrive at positioning of this thesis. This discussion is followed by presenting 
the methods utilised in the empirical assessment. In addition, the chapter presents the 
data collection processes and how the empirical data was analysed. The chapter ends 
with the discussion on the reliability and validity of the methods applied and means for 
execution. It should be stated that a critical stance to the choices made throughout the 
study is maintained. 

3.1. Scientific approaches to research 

The features of three methodological approaches are discussed in order to identify the 
philosophical questions about what knowledge researchers have and how valid it is. The 
questions are relevant to address due to the choices that a researcher makes along the 
research process. The choices are influenced by the researcher’s view of reality, and 
make up the cornerstones of the methodological positioning in social science. These 
different philosophies of science are chosen to discuss the methodological positioning 
on a continuum between the end points positivism and interpretivism, addressing both 
ontological and epistemological issues. 

This study acknowledges the mutual impact of alternative views, to both strengthen 
and further expand the body of knowledge in specific streams of research. The humble 
approach here does not seek to find empirical evidence for absolute falsification, due to 
the fact that researchers have not found a similar setting on which previous theory is 
founded. The objective is to test established theory on some captured parts of reality 
and propose (or build) theory from the synthesis of the study findings. 

3.1.1. Positivism 

One of the major features of positivism is that the methods of natural science constitute 
a legitimate method for science, i.e. enabling achievements in explanation, prediction 
and control (Lee, 1991). Based on those achievements, positivism aims at generalisation 
because the positivistic tradition builds on the assumption of a single tangible objective 
reality (McKelvey, 1997). Observations are the sources for empirical testing to identify 
the reality rather than interpret it. They are assumed value free due to the distance 
between the researcher (absence of individual perceptions and biases), and an observed 
object. Another key feature of positivism is the claim concerning causal regularities in 
contrast to understanding particularities. When events follow each other in predicable 
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patterns and produce some specific effects, the causal relationship exists (Chia, 1997). 
According to Little (1991), causal explanations have an important role in social science, 
but are associated with certain problems. 

Positivism mainly seeks to falsify or disconfirm theory38, which is valid knowledge until 
falsified (Donaldson, 2003), instead of accumulating observations that are consistent 
with a theory. Hence, the assumed causal regularities are expected to hold for a time 
before facing empirical falsification. This belief is based on a rational claim of detaching 
culture, history, tradition and perceptions from scientific inquiry. As Wicks & Freeman 
(1998) note, there is no privileged description of (sub-)events, since reality is socially 
constructed, i.e., complex and mutually causal relationships exist. Finally, the value 
free assumption is questioned since the distance to the observed object depends on the 
particular context (Tilley, 1980). Hence, generalisations are hard to make since events 
cannot be assumed to occur twice along a consistent pattern in social science. 

3.1.2. Interpretivism

In contrast to positivism, interpretive approaches make an effort to find particularities 
or varieties instead of predicting average behaviour. Lee (1991) claims that positivism 
and interpretivism are neither opposed nor irreconcilable, but mutually supportive. The 
main distinction39 can be explained by the concepts of explanation and understanding.
One of the most essential features of interpretivism is the attempt to understand the 
process by which knowledge is gained. The underlying argument is that the individual 
cannot gain knowledge without knowledge about own thinking processes and values 
involved known as reflexivity. Hence, interpretative research does not accept standard 
interpretations of events, but emphasises complexity, pluralism and relativism (Fisher, 
2004). In other words, the essence of interpretation is the search for a hidden meaning 
in the observed object and unfolding levels of that meaning. Therefore, the conception 
of agency takes a central role, stressing the importance of understanding an agent in 
terms of culture, values, wants, limits, capabilities and power (Little, 1991). The main 
aim is to understand “irrational” (compared to more predictive or law-like) behaviour 
that fits a coherent normative and cultural system. Coherence, as the criterion, provides 
support in solving the associated problems of interpretivism. 

If events are assumed to occur only once, verification problems arise when researchers 
present their interpretation. To avoid it, coherence is proposed for verification (Little, 
1991), which means that elements of interpretations are connected for the meaningful 
and consistent entity. Thus, the method has two inherent problems. It does not allow 
logical contradiction (the absence of logical coherence), which indicates that a claim is 
unlikely to be true. Aesthetic coherence is a similar idea that is based on the connection 
between elements, but not all, and is regarded as too subjective for a valid criterion for 

                                                       
38 This thesis adopts Mentzer &Kahn’s (1995:235) definition of theory as “…systematically related sets of statements, 

including some law-like generalizations, that are empirically testable, with the purpose to explain, predict and control 

the phenomenon under investigation”.  

39 The distinction between explanation and understanding is understood as follows: “Explanation involves identifying 

general causes of an event, whereas understanding involves discovering the meaning of an event or practice in a 

particular social context” (Little, 1991:68).
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the truth (Little, 1991:73). Empirical evidence (in addition to consistent interpretation) 
is possible if agents´ answers confirm researchers’ interpretation. However, in case of 
contradictions, additional empirical evidence is required for verification. 

3.1.3. Realism 

Realism rejects the constant patterns of causation where cause and effect are regarded 
as spatially and temporally distinct occurrences, because different events mislead and 
causally connected observations may not constantly follow the same pattern. Thus, the 
interesting issue is the causal power of the “mechanisms” that cause certain events to 
appear in various contexts. In other words, realism emphasises that events cannot be 
deduced from general laws (theories) based on certain empirical regularities, but rather 
explained by the models and theories of explanatory power that describe tendencies of 
the mechanisms of real objects. (Marsden, 1993:95-98) 

Even though realism stresses the dependence of knowledge on social meanings (Sayer, 
1992), it emphasises applied science. Thus, realism warrants no idealist structuralism 
or theoreticism (Marsden, 1993). Realism realises that all individuals theorise and the 
science is thereby related to their social relations (ibid.), which means that realism, as a 
concept of applied science, does not entirely equal pragmatism with truth. It means 
that scientific theories should be regarded as the existence of certain features imposed 
by the theory. In conclusion, the view of realism on the philosophy of science is similar 
to the ambitions of positivism, but recognises the subjective nature of research and its 
different values (Fisher, 2004). This view of knowledge does not reject attempts to fix 
objects of study and treat them as independent variables but claims that knowledge is 
not perfectly mirrored in those objects. Realism seeks to offer various generalisable 
explanations but leaves predictive elements with less attention. 

The reality of different hypothetical structures and entities are demonstrated through 
empirical testing of separable sequences of the events (Marsden, 1993). The philosophy 
does not oppose quantitative techniques but questions what they aim to explain and 
asks what they are measures of (ibid.). Consequently, realist researchers are likely to 
employ techniques to measure and quantify the subject under investigation (Fisher, 
2004).

3.1.4. Methodological approaches in logistics research 

The variety of research topics in logistics explains the fragmented nature of the logistics 
discipline, which has its underlying reasons in a dominating purpose to solve practical 
problems (Gubi et al., 2003). Even though logistics scholars regard relationships with 
practitioners as unique (Kent & Flint, 1997) managerial orientation has resulted in 
research with vague theory development, testing, and application (Mentzer & Kahn, 
1995). Another reason to claim lack of theory development is the common deductive 
positivistic approach, which has been argued to be the predominant research approach 
in logistics (Kovács & Spens, 2005). However, Aastrup and Halldórsson (2008) state 
that that this claim lacks comprehensive evidence, and that the positivistic tradition, in 
which logistics “is” housed, is rather a legacy or myth. 
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Logistics research, in both economic and behavioural orientations40, has largely been 
housed in the scientific approach of positivism rather than interpretivism (Mentzer & 
Kahn, 1995). One explanation is that successfully employed methodologies in previous 
research give more acceptability in the researchers´ scientific community (ibid.). Thus, 
the accumulation of knowledge for systematic structures of research findings might 
create iterative processes, which are found in logistics research. Examples of this are 
replication studies of industrial development (e.g. Lieb & Randall, 1996; Murphy & 
Poist, 1998; Lieb & Miller, 2002; Lieb & Butner, 2007). Moreover, replication studies 
support initial findings, which may create boundaries around them. Consequently, the 
interdisciplinary nature of logistics raises challenges to the examination and survey of 
past research efforts and may only be possible through categorising the predominant 
theme as determined by content analysis41 (Stock, 2001). 

In order to improve the theoretical development in the field, Stock (1997) suggested 
that focus should be directed towards the more established academic disciplines, which 
implies borrowing concepts, assumptions and methods from a much broader scope of 
scientific traditions, resulting in the interdisciplinary nature (Arlbjørn & Halldórsson, 
2002). New interdisciplinary research efforts reflect the limitations to contribution that 
characterize deductive research (Kovács & Spens, 2005). 

3.1.5. Positioning of the study 

The application of theory to a broad range of logistics issues has involved support from 
established theories and perspectives. It increases the possibilities of better explaining 
a phenomenon that is unexplored or in its infancy. In order to avoid misunderstandings 
of how aspects of inductive elements arise in a research initiative, the research process 
is explained from an observable phenomenon in reality, i.e. service tiering, and the 
efforts towards deductive elements of theory application. Reasonable arguments for 
this partly inductive research prevent criticism of a vague claim of quantitative methods 
without proper explanations (Kovács & Spens, 2005). Initially, the research initiative 
had an inductive element of observed knowledge and visibility issues of actors involved 
in 3PL logistics services beyond the “first tier”. The following elements characterise this 
thesis: 

1) A narrow focus on summarised research questions – the impact of actors beyond 
first tiers on cross-dyadic dependence and visibility, based on first-tier 3PL service 
buyer perceptions; 

2) An exploratory objective, regarding relationship structures and phenomena about 
which there is no extant or vague knowledge; and 

3) The objective of understanding mechanisms that create compatible and 
competitive conditions for individual actors in pairs of dyads, i.e. service tiering. 

                                                       
40 Cost minimisation and profit maximisation characterise research in the economic orientation while the behavioural 

orientation concerns sociological and psychological aspects (Mentzer & Kahn, 1995:232).  

41 Content analysis refers to a method for investigating literature on themes, ideas, implicit assumptions and explicit 

statements, by utilizing words, sentences and paragraphs (Spens & Kovács, 2006).
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Research is deductive in nature when the research process starts with a generalisation 
or established theory to test whether it is applicable to the specific case (ibid.). Previous 
doctoral dissertations in the field often examine multiple issues (Stock, 2001). This 
particular statement holds true in this research. Furthermore, the exploratory objective 
study emphasizes the underlying determinants of the phenomenon but does not create 
an understanding of the underlying background (Gubi et al., 2003). The positivistic 
research tradition represents the more observable and measurable objects but fails to 
encompass the mechanisms that create different conditions for different perceptions of 
a phenomenon (Arlbjørn & Halldórson, 2002). Hence, qualitative methods are used in 
order to reach data triangulation by fixing positions of the subject, and thus measuring 
from different positions (Mangan et. al, 2004). Case studies are justified in situations 
where 1) material and non-material elements of logistics structures are explored, and 
when 2) logistics structures become influenced by different choices and intentions of 
the participating actors, and the interplay between actors and structures (Aastrup & 
Halldórsson, 2008).  

3.1.5.1. Critical realism – a convergence 

Critical realism distinguishes between reality independent of the way we perceive it (the 
intransitive dimension), and thus our thinking of the reality (the transitive dimension) 
Danermark et al., 2006). Critical realism emphasises thus that reality not only contains 
deeper dimensions not directly observable, but also possesses deeper successive levels 
of reality as Bhaskar (1986) noted about knowledge. 

Knowledge “…does not lie exposed on the face of the world, prone to the gaze of the casual 
observer. Rather it is, for the most part, hidden encrusted in things, needing to be excavated in 
the theoretical and practical labours of the most arduous kind.” (Bhaskar, 1986:68)  

Based on previous work on the realist concept, Marsden (1993:97) reiterated that “...the 
significance of the ontology of realism lies in its unorthodox conceptions of reality, 
causality and explanation, the relational nature of the social and the internality of social 
relations and their concepts.” Hence, quantitative techniques for knowledge creation in 
social sciences are not rejected but are questionable in terms of scope of measurement 
and exploratory value.  

Moreover, critical realism emphasises proper conceptualisations, as language is one of 
the most important instruments for exploring reality (Danermark et al., 2006). The 
statements made indicate that critical realism is a philosophy of science that prioritises 
ontology over epistemology. Thus, critical realists claim that knowledge creation should 
be guided by the way the reality is and not by the means of obtaining knowledge. The 
philosophical and methodological approach in the study is illustrated by the triangle in 
the figure. 
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Knowledge & reality

Process knowledge/  
real world connected   
to hum an thought

Sy stem atic knowledge/ 
subjectiv e influence

Objectiv e knowledge/ 
external reality

           Critical realism

Objectiv ist approaches     Subjectiv ist approaches

         Nature of knowledge

Interpretivism

Realist research

Positivism

Figure 18 Described research approaches and positioning of the study (Fisher:2004:13) 

3.2. Methods

Based on the proposed conceptual construct relationships in the conceptual framework, 
quantitative methods are utilised to determine whether the proposed relationships 
exist, and to identify the determinants underlying the strengths between the constructs. 
The results are then assessed through the qualitative phase starting with the framing of 
working questions on measure correlations. Thus, the data collection strategy consists 
of three phases: 1) pre-test; 2) survey; and 3) single respondent case studies. The pre-
test phase is devoted to difficulties and ambiguities in responding to the questionnaire 
measures used in the survey. The actual survey is followed up by case study protocol 
development and post-survey interviews. 

3.2.1. Quantitative methods 

Quantitative methods constitute the main part of the empirical assessment influenced 
by a positivistic tradition of research. It enables evaluating the construct relationships 
upon which conclusions are drawn for the qualitative part of the study (Stock, 1997). A 
vast amount of information is obtained by the descriptive data in the questionnaire. 
However, the main part of the conducted survey contains scale items for quantitative 
assessment and measurement. The techniques used in analysis are discussed in this 
section and reflected on in the concluding remarks to the thesis. 

3.2.1.1. Content and linear regression analysis 

The descriptive data provided by the respondents is analysed using a content analysis 
technique, which is a useful technique when linking unstructured literature or data into 
structured entities for analysis. The content analysis technique refers to investigating 
literature and data on themes, ideas, implicit assumptions and explicit statements, by 
utilising words, sentences and also paragraphs (Spens & Kovács, 2006). This method 
provides clear logic to conclusions made by comparing the unpredicted regularities, 
and further exploring the depth of the subject. In this study, it is used to analyse the 
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descriptive data on reported logistics issues and challenges (content 1) and data on 
service tiering (pattern 2) form the response items. The technique does not correspond 
to the logic of “pattern-matching” where rival patterns and/or explanations compare 
more predicted patterns (theoretical propositions) with empirically based patterns. The 
content analysis technique strengthens the internal validity of the study, and improves 
analysis of the responses, where attributes coincide. 

The descriptive data collected is presented in a content analysis matrix consisting of the 
responses on logistics issues and challenges, and perceived risks, which provides more 
dimensions and support for analysis, and the conclusions drawn. 

Regression and correlation analysis are commonly applied, to investigate relationships 
between interval and ratio variables (Afifi & Clark, 1996). This enables the researcher to 
determine and disclose the strengths of magnitude between the variables and the 
underlying components. Thus, regression analysis is applicable and meaningful when 
assessing the dependence between the behaviour of each construct upon the behaviour 
of another. The technique produces indications on strengths of linear relationships or 
correlations, between the constructs. Thus, descriptive aspects of causal relationships 
are possible. All the variables used were averaged. Arlbjørn et al., (2008) note that 
Nordic 3PL researchers collect data through means of case study methodology. Thus 
contributions in the Nordic 3PL research can be reached by a quantitative approach. 

3.2.1.2. Alternative methods 

A drawback of simple linear regression analysis is that it does not support utilisation of 
different levels of variables, which is possible with structural equation techniques, such 
as LISREL and Partial Least Squares Modelling (or PLS) (Sääksjärvi, 2004). PLS is 
recommended as an alternative because it is not too sensitive to the distribution of 
variables used and it allows for small sample sizes (here n = 34). The PLS method is 
flexible when it comes to the selection of construct measurement items, determined as 
reflective or formative indicators (ibid.). The alternative methods and PLS in particular, 
relate more to empirical investigation of the model of the conceptual framework as 
such. Please refer to the concluding remarks and on the proposed avenues for further 
discussion on this topic. 

3.2.1.3. Sample selection 

The target organisation search was limited to publicly quoted companies. The data base 
“One Source Business Browsers”, providing public and private company information 
for North America, Europe and Asia-Pacific was utilised for the selection of appropriate 
companies/respondents. First, organisations quoted on the “Helsinki Stock Exchange” 
and “Stockholm Stock Exchange”42, were assessed. The delimitation was followed up by 
using more detailed search variables against target organisations, i.e. certain industry 
classification criteria. The table shows the criteria upon which the target organisations 
were either included or excluded, as selected respondents. 

                                                       
42 As referred to the named stock exchanges in the One Source Browser data base as at 25 September 2007. 
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Table 4 Classification criteria in respondent search process 

Categorisation Selection criteria in data base search

Included Agriculture & Mining, Automotiv e & Aerospace, Chemicals, Computers & Electronics,
Construction, Fabricated Goods, Food & Tobacco, Metals, Retail, Transportation, Wood,
Paper & Forestry

Excluded Finance, Healthcare, Serv ices, Utilities & Energy

The initial sample comprised 102 quoted companies on the Helsinki Stock Exchange 
and 247 companies on the Stockholm Stock Exchange, totalling 349 quoted companies. 
This sample size was further modified by limiting the size of the companies to EUR 30 
million in terms of sales, motivated by the fact that the headcounts and net assets 
decreased with lower sales. Thus, one could argue that a lower headcount or asset value 
indicates broader use of the external component and service suppliers, making them 
interesting survey targets in the outsourcing context. The delimitation decreased the 
number of target organisations to a combined 226. 

Following from the above, the final stage in the sample selection involved visits to a 
major share of the 226 companies’ home pages and a data search based on discussions 
with practitioners. The remaining number, i.e. 127 organisations, was further delimited 
to include companies quoted on the Helsinki Stock Exchange only. This was done to 
avoid certain problems related to the geographical representation of respondents and 
limitations in the available resources of time and survey duration. The final number of 
organisations became 54. In addition, the relatively small population size relates partly 
to the explained problems with collecting confidential and sensitive data. 

3.2.1.4. Procedure

Respondents were identified through internet-based search and direct contact with the 
organisations selected. The purpose of the initial contact was to identify the respondent 
most suitable for participation in the survey. Thereafter, a cover letter was sent to those 
respondents who had either agreed to participate or whose acceptance was pending, 
since they wanted more detailed information on the survey and dissertation work in 
general. The covering letter explained the purpose of the study, requiring respondent 
input in terms of technicalities, time required, benefits to participating respondents, 
confidentiality issues, and contact details. 

Problems related to finding respondents and respondent authorisation to participate in 
the study imposed certain challenges during the process. Direct contacts with selected 
organisations were constrained by the various levels in the “chain-of-command” within 
companies. The time required for reaching the appropriate levels/units of authorisation 
caused delays in the scheduled time table. Moreover, a large share of the respondents 
was either recommended and/or authorised by senior management level professionals 
(please refer to section 4.1.1. for a detailed presentation of respondent profiles). 

Due to the challenges of reaching a larger sample size, “convenience sampling” imposes 
or may impose a certain lack of randomness on a defined population. Problems may be 
underestimation of the statistical variance and possibly bias in statistical analysis (Afifi 
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& Clark, 1996). Another problem with the lack of randomness is a too conservative and/ 
or narrow confidence interval because the sample is not entirely a random sample. 

3.2.1.5. Operational measures 

Nine constructs, measured by multi-item scales, comprise the model. The measures are 
adopted from previous literature but modified for the study context. The measures, i.e., 
scale items, were pre-tested for appropriate construct measurement. The measures 
used are found in Appendix 1. 

Dependence is regarded as a common determinant of buyers´ perceived risk in logistics 
contexts (e.g. Håkansson &Persson, 2004). In order to measure this causal construct, 
multiple indicators were adapted from prior quantitative studies that measure buyer-
provider dependence (Knemeyer et al., 2003; Rinehart et al., 2004). Seven-point 
Likert-type scales were used for measures with the end points “strongly disagree” (1) 
and “strongly agree” (7). One previously accepted measure, that had “dependent” or 
“highly dependent” in its wording, was excluded. Hence, construct validity requires that 
operationalisation and measures must accurately reflect the construct, which is not the 
same as being the construct. 

Equity distribution is measured as the distribution of the created value in relationships 
constituting logistics service relationships. Seven-point Likert-type scales were applied 
for anchoring the responses by the end points “extremely low” (1) and “extremely high” 
(7) adopted from Scheer et al. (2003). The measures form the construct by emphasising 
the relative contribution of the buyers and providers, and perceptions of own (buyers´) 
outcomes, versus providers´ outcomes. 

Cooperative norms reflect expectations that exchange partners have of one another, to 
achieve both the individual and mutual objectives jointly. The responses were anchored 
on seven-point Likert-type scales, with the end points “very inaccurate description” (1) 
and “very accurate description” (7), in accordance with a previous study by Cannon and 
Perreault (1999). This formative construct is regarded as a mode of governance that can 
improve commercial exchange with the efficient coordination in distribution channels, 
while still acknowledging individually defined corporate goals. 

Information exchange refers to the extent to which the first-tier buyer, as a channel 
member, expects information to be shared (Cannon & Perreault, 1999). This construct 
is guided by assumptions of information constraints in service tiering and the exchange 
across dyads. The central construct was measured on Likert-type scales (Eng, 2005), 
with a total of five measures, anchored as “very inaccurate description” (1) and “very 
accurate description” (7). Aspects of information exchange, which capture visibility 
deficiencies (Svensson, 2004) beyond the first-tier, permeate these measures (Mohr & 
Spekman, 1994; Eng, 2005). 

Previous studies that have measured the attributes that raise transaction costs have 
used combinations of asset specificity, uncertainty, interaction between asset specificity 
and uncertainty, opportunism and frequency as the independent variables in various 
statistical tests (David & Han, 2004). In order to avoid failing to specify how each of the 
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constructs are related to the measures (MacKenzie, 2003), attributes are applied as 
causal constructs composed of those measures that cause the underlying construct. The 
attributes that may raise transaction costs, and are included in this study are: 1) asset 
specificity, 2) environmental uncertainty, 3) transaction frequency, and 4) behavioural 
opportunism.

Asset specificity refers here to the extent to which investments (physical and relational) 
are devoted to the specific contractual 3PL relationship, including sub-suppliers. This 
construct was measured on a Likert-type seven-point scale (Andersen & Buvik, 2001). 
The four measures were anchored by the end points “inaccurate description” (1) and 
“accurate description” (7). The applied measures captured physical and relational 
dimensions of this construct, including specialised technological assets, technological 
complexity, specialized human skills and coordination complexity. The indicators were 
chosen on the basis of frequent appearance in statistical tests (David & Han, 2004:49). 

Environmental uncertainty reflects the unknown outcomes of multiple transacting 
actors and the unpredictability of environments. Andersen and Buvik (2001) suggested 
the same scales for environmental uncertainty and asset specificity. Researchers seem 
to argue that changing market conditions, technological dynamism, (Kim & Frazier, 
1996; Andersen & Buvik, 2001) and supplier related uncertainties (Noordeweir et al., 
1990) represent main sources of significant influence on environmental uncertainty. As 
strategic matters are a posteriori results of decision behaviours, adaptation problems 
because of difficulties in writing a priori comprehensive contracts (Williamson, 1998). 
These dimensions are captured in the four-measure construct. 

Transaction frequency has not received that much empirical attention (David & Han, 
2004). Responses were recorded on the seven-point Likert-scale (Heide & John, 1990) 
even though the scale used measure volume unpredictability of the end products and 
sales. However, purchasing amount has previously been applied as a control measure of 
transaction costs in exchange relationships (Andersen & Buvik, 2001), and may reflect 
the frequency of the inter-firm exchanges and is also associated with the efficiency of 
specialised vertical coordination (Buvik & Andersen, 2002). As adapted from Heide 
and John (1990), these scales were anchored accordingly as “unpredictable” (1) and 
“predictable” (7). The three measures assess how service buyers perceive combined 
volumes of transactions in and beyond first-tier relationships. 

Measures of opportunism, as determinants of ex post transaction costs in distribution 
systems, are guided monitoring and maladaptation costs, as adopted in Dahlstrom and 
Nygaard (1999). These are critical determinants in ex post phases. Four measures were 
developed with the seven-point Likert-type scale with “inaccurate description” (1) and 
“accurate description” (7), as the end points. The measures were adapted from the prior 
operationalisation of the construct by Dahlstrom and Nygaard (1999). 

Risk perception was measured on a seven-point Likert type scale (Pennings & Wansink, 
2004), testing a channel member’s (buyer) interpretation of exposure to the content of 
perceived risk in a 3PL relationship. The content of risk is the channel-related risk of 
sub-optimisation, between channel members, guided by the extent to which a channel 
member perceives its own financial performance reflected in the financial flow gain 
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from aggregated contracts through mediating channel members. The measures43 range 
between the end points “strongly disagree” (1) to “strongly agree” (9). If the construct is 
to be used in the alternative methods to test the model as such, the causality flows are 
directed from the construct to its measures, which are reflective indicators (MacKenzie, 
2003). Thus, the conceptual framework can be tested by structural equation techniques 
whereas reflective measures (or indicators) enable “closing” the model. The construct 
ends the proposed path of construct associations of the conceptual framework. 

A problem related to scale measures and the subsequent statistical analysis is that all 
the responses have only positive scale values. As the confidence interval assumes the 
range [-  < x > + ], statistical significance might be conservatively confirmed. 
Conclusions drawn in the described cases are based on the underlying theoretical 
support from past research advances.  

3.2.1.6. Pre-test

The pre-test is one alternative to improve the reliability and validity of the study. All the 
indicators, which are based on previous research, were tested for appropriateness in the 
context of readability and measure clarity. The set of 35 measures was finalised for the 
pre-test with practicing consultants, and industry specialists. Previous assessment of 
the comparability and reliability of pre-test techniques indicates that the expert panel
method has several agreed advantages when comparing common techniques such as 
conventional pre-tests, behavioural interaction coding and cognitive interviews (Blair & 
Presser, 1992). Expert panels review questionnaires and identify problems preferably 
as a group, based on individual and combined judgment. The combination of most 
essential expertise on the panel may vary depending on study context and researchers´ 
specific needs (ibid.). Consequently, required sample sizes of pre-testing techniques 
vary as indicated below. 

Table 5 Common sample sizes for each pre-test method (Blair & Presser, 1992:RC-3) 

The context of this study may be difficult for a logistics service buyer to understand in a 
way that facilitates successful outcomes of the empirical study. Hence, the expert panel 
is therefore a set of experts who understand the investigator’s intent. In the absence of 
a thorough understanding of the main intent, the effectiveness of certain questions may 
be impossible to assess (Blair & Presser, 1992; Presser & Blair, 1994). The primary task 
of the expert panel is to assess the flow in the logic of sections, order of questions and 
design features such as response alternatives and vocabulary (Bolton, 1993). The expert 

                                                       
43 RISPER1 and RISPER2 (Appendix 1) were subjects for reverse coding. 

    Pretest metho d Sample sizes

1. Conventional prestesting w ith 40
    interviewer debriefing
2. Interviewer-respondent 25-30
    interaction coding
3. Cognitive interview s 10-12
4. Expert panel 3
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panel method has been applied in past logistics research (e.g. Larson & Gammelgaard, 
2001; Knemeyer et al., 2003; Rafiq & Jaafar, 2007), related to logistics industry experts 
and consultants to ensure or strengthen content validity. 

The expert panel consisted of two (2) supply chain specialists, one (1) industry expert 
with vast experience in the logistics outsourcing context and one (1) statistician. These 
experts focused and commented on the methodological issues and methods of analysis. 
All the expert respondents were asked to complete the questionnaire drafts, challenge 
and provide feedback on difficulties and/or ambiguities in responding to the measures. 
The assessment was finalised by the modification and development of measures to 
improve construct specification and measurement. 

3.2.1.7. Survey questionnaire 

All the respondents completed identically worded, multiple measure, seven-point scales 
for reflection of the general understandability of the questionnaire items. The selected 
respondents were instructed to focus on unclear sentences, ambiguities and proper 
language issues. It was followed up by simultaneous and comparative analysis of the 
responses received, resulting in the final questionnaire, presented in Appendix 1. The 
questionnaire was then transferred to a web based survey tool (Webropol) by which the 
survey was executed. 

The comments and feedback received concerned mainly phrasing and vocabulary that a 
respondent may not be familiar with. Another issue was the clarity and strictness of the 
question wording to avoid situations that would leave the respondents with too many 
possible alternatives. The quotations illustrate these issues. 

“Overall, there is nothing to change/add. I feel the questionnaire is consistent and straight 
forward. A small comment is that you might have to re-phrase some questions and vocabs, e.g. in 
Q16 the word focal company. It might not be obvious to the reader.” 

“I feel it might be hard to give a straight answer whether you are in ‘control’...how does it show? 
What is control in that sense (financial, contractual etc.)? Same goes for Q11 – ‘share outsourced’ 
(what is the base used; P&L). Is it a formula, such as costs related to logistics contract third 
parties by financial year in relation to total warehousing and freight costs?” 

“These are just minute things, but I have seen in [information omitted] that you should avoid 
situations where there are second guesses. Plus, you should talk to some person from statistics. 
Wrong setup can backfire once you want to analyse data.” 

“Could you perhaps provide answer alternatives as examples from which it would be easier to 
understand the main issues? A confusing example is “reporting structure” that would give many 
different alternative ways to respond.” 

In addition, minor initial phase adjustments were made to measures containing the 
same concepts found in the construct of measurement. The point was stressed from 
managerial and statistical viewpoints. These issues related mainly to the information 
exchange and risk perception constructs.  
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3.2.1.8. Scale reliability 

Even though the measures used in the study were adopted from previous research, with 
only minor changes in wording, the scale validity for each indicator was assessed. It is 
appropriate to assess scale validity in cases where the adopted scales are modified for a 
particular context (Dahlstrom et al., 1996:116). Peterson (1994), who studied previous 
recommendations on coefficient ranges of the internal consistency of multi-item scales, 
noted that Cronbach’s alpha coefficient below  = 0.6 is unacceptable (e.g. Murphy and 
Davidshofer, 1998:89). The internal consistencies of the constructs in this study are in 
the range of  = 0.453 and  = 0.817. The ideal coefficient of a scale should be above 
= 0.7, but can result in a lower coefficient in cases where the measures are few (i.e. 
below 10). However, Briggs and Cheek (1986) reported that the optimal range for the 
inter-item correlations is between 0.2 and 0.6. The only scale below  = 0.6 was in the 
recommended range. No indicators have thus been excluded to improve the Cronbach’s 
alphas. The coefficients and inter-item correlations reported are summarised. 

Table 6 Cronbach’s alphacoefficients and inter-item correlations 

 Inter-item  r range  Inter-item  r range
DEPEN 0.817 0.57 2-0.7 24 CONOR 0.656 0.221-0.540

EQUDIS 0.7 52 0.447 -0.681 INFEX 0.623 0.244-0.581

 Inter-item  r range  Inter-item  r range
ASPEC 0.699 0.365-0.654 BEHOP 0.453 0.216-0.383

ENVUN 0.7 08 0.434-0.551 RISPER 0.600 0.241-0.640

Scales were examined by scatter plot diagrams in order to determine if the data fits the 
basic model. No visual evidence exists against the linearity of regressions presented in 
the analysis section. In addition, there is no clear evidence of the existence of outliers, 
i.e. points at significant distances from a regression line. Other potential measurement 
problems are further discussed in the sections for analysis and concluding remarks as 
appropriate.

3.2.2. Qualitative methods 

The objective of the case studies is to explore the underlying determinants of the causal 
relationships from the “mechanisms” that cause things to appear in a service tiering 
context. Thus, critical realism emphasises that events cannot be deduced from general 
laws (theories) based on empirical regularities. They are rather explained by the models 
and theories of explanatory power that describe tendencies of the mechanisms of real 
objects (Marsden, 1993). The measurement processes in the qualitative assessment 
followed the same procedures and patterns (e.g. questions and structure) for all cases, 
and consisted of four steps: 

1) Structured interviews with logistics and supply chain management executives
(Appendix 5) to understand the underlying mechanisms of the survey findings, 
consistencies between responses and, conversely, deviations and/or inconsistencies 
found between the survey and interview responses; 
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2) A case study protocol (Appendix 4) and tape recorder to collect data from each 
respondent in the interview in order to avoid missing information or inaccurately 
render and express responses and conclusions; and 

3) E-mail and telephone contacts in order to collect additional information and/or 
confirm unclear items (Appendix 5). 

3.2.2.1. Selection of respondents 

Descriptive data on the respondents was initially analysed separately and carefully by 
pattern-matching on predetermined criteria based on 1) undeniable recognition of sub-
suppliers; 2) large scale utilisation of sub-supplier utilisation; and 3) indicated interests 
in the follow-up of survey results (85.3% or n = 29 in total). The selection and contacts 
with respondents were determined by the main sub-group of respondents, namely the 
organisations falling in the “retail” and “chemicals” industry profiles, which was nine (n 
= 9) in total (on section 4.1.1.). 

Due to the strength of the relatively even distribution and diversified sample from 
industry representation and appropriateness of the respondent profile, the intentional 
sampling approach (Pires & Neto, 2008) was used. The representative sample from the 
retail and chemical industry (i.e. largest sub-group) was chosen. Hence, small sample 
sizes are commonly used in exploratory qualitative logistics research where the purpose 
is to sample thoughts and not necessarily people (Kent & Flint, 1997). The case studies 
are comparative in nature where both regularities and particularities are explored. Two 
or more cases studies are recommended for a study when the cases encompass similar 
features, but have different values of independent constructs under investigation (Dull 
& Hak, 2008).  

In comparison to a single case study method, multiple representative case respondents 
provide the possibility of direct replication, i.e., subsequent analytical conclusions to 
stringent reasoning toward some empirical replications (Yin, 2003). The representative 
respondent is here interpreted as using only one respondent from each case. Even 
though single respondent cases have been used to make inference about organisations’ 
situations in a strategy context by using top managers (e.g. Snow & Hrebiniak, 1980), 
and/ or CEOs (Hambrick, 1981), it is not without criticism (Bowman & Ambrosini, 
1997). It is suggested that research findings should not be dependent on one single 
respondent who happened to be the representative respondent. Thus, this raises issues 
related to trust and research finding generalisation (ibid.). The criticism is motivated 
and acknowledged. However, different cases (e.g. respondent and organisation) are 
used in this study to make inference. Furthermore, the representative, or purposeful 
sampling technique can be used when the researcher is able to select participants of a 
particular population or has special knowledge about the population (Berg, 2001). 
Respondents should have an interest in the subject and be keen on participation, i.e. 
overall willingness to participate (Christensen et al., 1998).    

In addition, triangulation used in this study serves as means for overcoming problems 
related to subjectivity and potential bias (Mangan et al., 2004). Triangulation refers to 
a combination of methods in the study of the same phenomenon, improving accuracy of 
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results and judgements. Data is collected through multiple methods and different kinds 
of data (Ghauri et al. 1995). Thus, triangulation improves dialogues between theoretical 
and empirical parts (Ojala & Hilmola, 2003) and the validity of the study (Yin, 2003). A 
combination of triangulation and (semi-)structured interviews has been recommended 
when data is acquired through an interview protocol tool (Saunders et al., 2000). 

3.2.2.2. Case study protocol and interviews 

Yin (2003) noted that case study protocol is recommended for all circumstance but is 
especially important if multiple case studies are used for data collection. The protocol 
provides guidance for the researcher through general rules and procedures, in order to 
improve consistency across cases.  

Interviews, as a research technique, were conducted in order to capture and explore the 
respondents’ perceptions in relation to the main survey findings. Hence, interviews can 
provide more in-depth knowledge and understanding of respondents’ perceptions. 
Thus, the researcher “...wants to find out about a predetermined outside reality.” that 
makes interviewing, as an alternative research technique, the most suitable for realist 
studies (Healy & Perry, 2000:120). In addition, interviewing is an effective method 
when the research aims to increase the understanding of respondent perceptions and 
how they interpret the traits of the events or phenomenon (Taylor & Bogdan, 1998). 
Consequently, as the aim of the research contains elements of understanding the 
phenomenon and capturing the logistics service buyer’s perspective, interviewing is 
considered to serve a complementary purpose in the survey findings. 

A semi-structured interview method was used, including the main topics and issues to 
be covered. This particular method is applied due to the latitude it gives the respondent 
to respond in the most sensible way (Fisher, 2004). A semi-structured interview gives 
the researcher a possibility of moving deeper into the subject and obtaining in-depth 
knowledge of the particularities (Ghauri et al. 1995). Thus, the questions are the same 
for each respondent, but do not involve any predetermined choices. The interviewees 
were encouraged to provide the responses with their own opinions and words, which 
ensures that the research setting is comparable across cases without affecting the 
responses (Eskola & Suoranta, 1998). Questionnaire items were open-ended as the 
technique provides the possibility of following up with detailed questions if needed. 

It is hard to determine how many cases to include in the study sample. This is an issue 
for which the saturation technique is used, a technique widely used in qualitative 
studies. The assumption behind the used technique is twofold, with issues related to 
determining when the saturation point is reached, i.e., certain indications of responses 
(frequency) to make inference and, conversely, a relief that the saturation point is most 
probably reached when additional interviews give the same kind of information without 
additional value to the study (Eskola & Suoranta, 1998). To avoid any ambiguities in 
the saturated data, data collection also included follow-up e-mails and phone calls. 



85

3.2.2.3. Analysing case study data 

Reponses were collected by taking notes, follow-up interviews by making contact with 
the case respondents after a relatively long time to confirm and complement the notes. 
Details on more specific issues were received by phone and e-mail, which are the main 
sources to the quotations used. The main analysis method used was finding similarities 
and pattern matching to the (descriptive and quantitative) survey data obtained, with 
immediate and subsequent reflections upon the researcher’s own conceptions. Please 
refer to the remarks on objectivity problem on in section 4.2.1. Thus, it is acknowledged 
and should be stressed that the notes made and content of the quotations used may 
neglect controversies to the foundations of the dissertation.  

The analysis technique used has similarities to thematic analysis where 1) the focus is 
directed on meaning rather than formulation of answers; 2) analysis follows developed 
conceptual framework; and 3) data can be grouped into certain themes (Kovács, 2006). 
The components described correspond to the purpose and setup of those case studies 
carried out. 

3.2.3. Reliability and validity 

Research is a mixture of explorative, rational and intuitive aspects, where the skills and 
experience of researchers play an important role (Ghauri et al. 1995). It is especially the 
case in phases of data collection and data analyses. The research skills required to 
conduct qualitative research are objectivity, critical approach, theoretical and social 
sensitivity and an ability to keep analytical distance, utilising experience, and obtaining 
valid and reliable information (ibid.). 

Researchers face the difficult task of establishing proper methods that provide answers 
to the subject under investigation, without being subjective (Eskola & Suoranta 1998). 
This study is bound to be somewhat subjective due to the researcher mindset related to 
concerns and risk involved in service tiering, as outlined. Hence, researcher interest in, 
and understanding of, the phenomenon are assumed to affect the research initiatives, 
structure, argumentation and outcome of the study. Matters of reliability and validity 
are therefore required to be discussed. Apart from reliability, validity is discussed in 
three dimensions proposed by Yin (2003), namely the internal, external, and construct 
validity of research. 

Reliability

The reliability of a study depends on the absence of random measure imperfections. It 
means that a particular data collection method could be repeated with the same results 
independently of the researcher (Lundahl & Skärvad, 1999; Saunders et al., 2000). The 
reliability of the quantitative study is mainly determined by the sample selection of the 
respondent organisations. The selection was carefully executed. The search criteria are 
regarded as the strength in the logistics context in which the processes of selecting the 
target organisations (i.e. respondents) were straight forward.  



86

However, issues in the selection process and reliability matters are challenges related to 
confidentiality and the sensitive nature of information. Direct contacts with selected 
respondents and organisations were constrained. The result is that the sample used in 
the survey is delimited to listed organisations that 1) agreed to participate; and where 
2) respondents were authorised to address the questionnaire items. Hence, the results 
may be biased towards senior management and executive level professionals. Further, 
the applied measures are found to be accepted items for measurement and model fit, 
which is to ensure reliability and accuracy of the information, searched and received. 

Because the qualitative method is an explorative method, the reliability of the cases is 
determined by the researcher using the method and the fact that the empirical data 
might be uncovered (Eneroth, 1986:60). In the domain of qualitative research methods, 
the question of reliability focuses and depends on the researcher who utilises a research 
method, and thus the conclusions drawn are somewhat subjective due to biased 
researchers (Eskola & Suoranta, 1998). A tailored case study protocol was used to reach 
consistency across cases. According to Yin (2003), the use of the case study protocol 
increases the reliability of case study research in consistently guiding the researcher 
and carrying out data collection. 

One can therefore argue that the problem with reliability of this study does not concern 
the deductive quantitative approach as much as the qualitative assessment. The follow-
up case studies serve the purpose of deepening the understanding of survey findings. 
Thus, there is a risk of overlooking the ambiguity of the method, which means making 
the most of the interaction between the user and the method to obtain scientific rigour. 
In the case studies conducted, objectivity is enhanced by guiding the respondent from 
the empirical survey results to the interview items (Eneroth, 1986). 

Validity

The validity of a study depends on the absence of systematic measure imperfections. It 
means that issues intended to be explored are measured (Lundahl & Skärvad, 1999). In 
this study, internal validity is improved with different conceptual constructs that are 
linked in logical order, referring to conceptual models applied and used with harmony 
(Grönfors, 1982). The proposed construct relationships are based on previous literature 
and properly applied, and slightly modified, measures. For proposing relationships 
among constructs, priority was given to careful application of theory, which increases 
the internal validity of this study (e.g. Yin, 2003). 

Construct validity denotes the variety that scale-measuring constructs are intended to 
investigate (Mentzer & Kahn, 1995). In addition to literature, the pre-tests made with 
four respondents provided strong evidence of construct validity. To increase construct 
validity, a researcher should use multiple sources of evidence as a research tactic (Yin, 
2003). In this thesis, different types of data and methods of data collection are used in 
order to increase the construct validity. According to Yin (2003), the chain of evidence 
has been accomplished whereas survey results, including descriptive data, were linked 
to the case study protocol. Note that the interviews were conducted in Swedish and 
Finnish, and translated for those parts of the analysis that they were used in. 
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Finally, the external validity is concerned with the findings between the theoretical and 
empirical findings, and whether these “...are generalizable beyond the immediate case 
study.” (Yin, 2003:37). The external validity is achieved by comparing the model of 
conceptual (construct) relationships with the empirical findings. Conversely, note that 
the validity of the conceptual framework model cannot be determined from this study 
as such, and thus needs to be separately tested as discussed in chapter 3. 

In contrast to quantitative methods, it is necessary to assess how suitable a discussion 
about validity is whereas no measurement instrument is used or measurement quality 
is assessed. Therefore, it might be more appropriate to discuss qualitative exactness, 
which gives topical interest to deeper exactness than the quantitative measures can 
provide (Eneroth, 1986). The exactness is improved by using structured interviews, 
which yield some deeper understanding of the content of empirical survey data. 

Overall, stringent explanations of how the empirical study is conducted, including the 
search processes, discussion on how the conclusions are drawn, and the evaluation of 
the findings, yield improved reliability. This discussion provides guidelines for the 
assessment on whether repetition and iterative studies would give similar, or consistent 
results, and the extent to which the findings can be generalised. 

The measures and model fit of the proposed associations to be evaluated contribute to 
correctly answering the research questions, and thus reaching the research aim of this 
thesis. It is important that the answers (empirical data) provided by the respondents 
are based on reliable and valid information, which is confirmed with (methodological) 
triangulation.

The chapter discussed a range of choices researchers can make when studying a distinct 
part of reality. Further, the choices underpinning empirical assessments and evaluation 
were clarified. The overall conclusion drawn from this chapter is that research is never 
value free, and that interest orientated research affects the choices during the research 
process. These in turn impact on the empirical study outcomes and results presented in 
the subsequent chapters. 
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4 ANALYSIS 

Construct relationship propositions were initially assessed, verified or falsified based 
on the results presented here. The data was then prepared for assessment with multiple 
case studies in order to examine the mechanism underlying causations. Triangulation is 
commonly used in small sample size cases where estimated parameters of respondents 
or industries may serve as indicators with a limited degree of confidence. The multiple 
sources of evidence complement the (non-)verbal survey information by recording the 
particularities of individual understanding and perceptions (Yin, 2003). 

This chapter introduces the survey and single respondent case studies conducted, and 
reveals the results.  The case studies were built on the main findings in the quantitative 
survey data in order to deepen the evaluation of the proposed conceptual framework on 
service tiering in the 3PL context. Hence, the survey questionnaire items support both 
research question one and two, whereas the single case studies aim to provide further 
information on the proposed associations between the constructs (presented in figure 
17) based on the findings from the survey. 

4.1. Survey

Selviaridis and Spring (2007) reported that 51.0% of the studies on 3PL have used 
survey methods. Hence, survey methods have received attention in the literature, which 
has mainly been of descriptive content (69.0%). As also indicated in the literature 
review of this thesis, 94.0% of the studies have been conducted on the firm and/or dyad 
level of analysis (ibid.) (Selviaridis & Spring, 2007:127). 

4.1.1. Descriptive data 

The descriptive data was obtained in a separate section from the multi-item questions 
of the questionnaire. Reported data relate to the (1) critical goals of logistics and supply 
chain management; (2) logistics issues and challenges; (3) the structure and reporting 
chains related to logistics services; (4) extent of service tiering; (5) control over logistics 
outsourcing arrangements; and (6) perceived risk of logistics outsourcing. The focus in 
the discussion is on 1, 2, 4, 5 and 6 since structure and reporting chains are beyond the 
scope of the study aim. The features of respondent profiles and industry representation 
are presented first. 

Respondent profile and industry representation

As discussed above, the challenge of reaching a large number of respondents for the 
survey relate mainly to matters of authorisation. A total of 47% (n = 8) of respondents, 
named “Logistics Manager”, was supervised by senior management. A total of 64% of 
all the respondents relate either directly or indirectly to senior level management. Thus, 
this is an indication of the strategic importance of logistics arrangements and services 
procured on the market. 



89

In contrast to clear weaknesses of smaller survey samples, compared to larger sample 
sizes, the strength of the collected data is the distribution of respondents across several 
industries. The advantage is utilised in the post-survey sampling method for qualitative 
assessment of the quantitative findings. Furthermore, the diversified sample represents 
a group of companies with extensive shares of logistics costs outsourced to a third party 
based on estimated total logistics costs. The data base search criteria presented above 
were reclassified as depicted in the tables summarising the data. 

The consistent requirement of confidentiality and carefulness is interpreted as a strong 
indication of the strategic importance and sensitivity of the information provided in the 
responses. Most of the respondents addressed issues of confidentiality, which has been 
a significant barrier to participation. Another common theme was anonymity. It was 
secured by certain agreed upon procedures. The response rate was 63%, corresponding 
to 34 respondents of the total number of 54 (please refer to section 3.2.1.3. on sample 
selection procedures).  

Table 7 Respondent profiles and industry distribution 

Respondent profile n % of total n % of total
Logistics Manager 17 50.0% Retail, chemicals 9 26.5%
Director/VP/CEO 14 41.0% Comp., electr., aerosp. 8 23.5%
Operations Manager 3 9.0% Constr., agric., mining 7 20.6%
T otal 34 Wood, paper, forestry 6 17 .6%

Food, tobacco 4 11 .8%
T otal 34

Industry  profile

A total of 53.0% of the respondents reported total outsourced logistics costs of the total 
logistics related costs to be in the range of 81.0%-100.0%, corresponding to n = 18. The 
remaining share of the respondents reported as outlined: 

• 61.0%-80.0%, 18.0% of the respondents, corresponding to n = 6; 
• 41.0%-60.0%, 18.0% of the respondents, corresponding to n = 6; 
• 21.0%-40.0%, 3.0% of the respondents, corresponding to n = 1; and 
• 1.0%-20.0%, 8.0% of the respondents, corresponding to n = 3. 

Primary goals for logistics management

Working capital management seems to be a major area of concern. Working capital is a 
concept that (broadly) measures relationships between organisations’ short-term assets 
and liabilities. Hence, working capital is a component through which the management 
can exercise financial control and assess productivity and efficiency in operations. The 
respondents frequently brought up inventory, as one component of working capital, 
and the overall efficiency consideration related to logistics activities, as follows.

“Most effective supply chain in [information omitted] industry (e.g. [information omitted] 
industry); delivery accuracy >95 %, inventory turn - 30 % and lead time - 20 % working capital.” 

 “Efficient operations to meet customer requirements...” [and] “Agile supply chain with 
minimum capital tied up.” 

“Eliminate non-value adding work in the value chain.” 
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“Optimal total cost including cost of [information omitted] operations, transportation cost and 
inventory carrying cost.” 

“To ensure that right products are in right place at right time and at reasonable costs.” 

“Logistics task is to provide cost effective transports/warehouse solutions cross business areas by 
using volume benefits in purchasing.” 

“We have two main goals above others: 1) working capital improvement (stock value), 2) 100% 
customer service level.” 

 “Speed to market through cost efficient logistic flows. Through correct supply chain 
management the inventory levels are kept low and the right materials and products are in the 
right places at the correct time.” 

Furthermore, the data collected pointed at service response and product availability in 
down-stream supply chains, conceptually referred to as “service response logistics” (e.g. 
Dresner & Xu, 1995). Service response logistics encompasses coordination processes of   
activities necessary to fulfill service requirements with emphasis on cost considerations 
and customer service as critical components. The service response contains attributes 
such as lead times, service delivery and capacity, and distribution channel delivery. The 
content found in the responses reflects these attributes.

 “Support sales growth by ensuring the product availability at point of sale.” 

“To get the merchandise from the suppliers to the end consumer (--> to the department stores) 
as accurately, quickly, and cost-effectively as possible.” 

“Be industry leading customer service performance, cost efficient logistic platform...” 

“Ensure that customer demands are fulfilled and ensure deliveries to customer or to customers’ 
customer (end-customer) are made on time.” 

“Improve cost efficiency and distribution accuracy.” 

“Balance timely and reliable service delivery to the end user and customer with the cost 
constraints of competitive pricing.” 

“Optimize stock rotation and item availability, high focus on service rate towards customers.” 

“...deliver to the customer in time, right amount, in perfect condition with optimal delivery 
costs.”

An improved or consistent supply chain focus was also reported as goals in the findings 
in the questionnaire items. The supply chain focus relates to process efficiency referred 
to above and denotes activities that communicate throughout the supply chain from the 
point of origination (of materials and goods) to the end customers. These processes are 
enabled by sufficient planning and forecasting from a cross-functional perspective. 

“We are moving towards supply chain thinking. Outsourcing of the concrete warehouse and 
distribution functions release time to focus on improving planning.” 

“...to have proper planning in place in order to optimize production and supply chain - to develop 
proper follow-up system in order to better manage the supply chain.” 

 “To optimize the supply chain structure, lead times, costs and working capital - To guarantee 
completion on time and defect-free deliveries to customer - To have world class processes in the 
above mentioned areas of working capital, customer service.” 
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“The objective of the [information omitted] process is to optimise the fulfilment process. This 
means maximising parts availability and on-time delivery for our customers whilst minimising 
inventories and distribution costs in the supply chain. We will lead and direct [information 
omitted] entities in [information omitted] process areas for efficient and effective operational 
performance, growth and customer service level satisfaction.” 

“Reach and establish supply chain management excellence strategy.” 

“Strategy – The mission of [information omitted] is to organize, plan, control and execute the 
material flow from suppliers through our distribution network to our global customer base whilst 
satisfying the requirements of the market at minimum cost and maximum efficiency.”  

“At [information omitted] the logistic services are responsible for the entire supply chain 
including related services and fiscal issues for the laboratory (over [information omitted] users). 
This includes procurement [information omitted], transports, customs and fiscal procedures, 
strategic and dual-use material policy, stores/stock management, e-biz, catalogues, handling, 
distribution, reception and sales/recuperation activities.” 

“Logistics is one of the services we offer to our principals. We aim to make the supply chain as 
efficient as possible, either arranging direct deliveries from factories to our customers (big 
volume articles) or ordering articles of small volume to our own warehouse. We make forecasts 
concerning the whole [information omitted] market in order to make forecasting at our principal 
easier. Our target is to have small logistics costs, rapid stock turn, fresh products and steady 
product flow from factories to our warehouse. The stock value is closely monitored every month.” 

In fact, there was no reference to 3PL provider side outsourcing, i.e., service tiering, nor 
any relationship management indication concerns up-stream logistics relationships and 
issues, from the first-tier buyer perspective. Hence, the 3PL logistics buyers seem to be 
more concerned with down-streams customer issues. The only reference made to the 
“relationship” was on the number of vendors used and the notion of “long-term”.

 “Optimizing number of used vendors... [and] Long term relationships with partners – logistical 
partnerships.” 

The mapping of responses related to goals set for logistics management, revealed two 
significantly distinct areas, namely customer service and working capital requirements
in operations. The table relates to responses related to a vast use of sub-suppliers. 

Table 8 Key logistics goals related to indicated vast service tiering exposure 

Service & relationship management Working capital & efficiency considerations

- Efficient operations - custom er requirem ents - Own working capital tied up in supply  chains

- Custom er growth support and satisfaction - Inv entory  turnov er and lead tim e improv em ent

- Ensuring norm al business - order fulfillm ent - Optimisation of stock rotation/Item  av ailability

- Distribution accuracy  - speed at lowest costs - Proper planning and follow-up sy stems

- Complete on tim e and defect-free deliv eries - Serv ice lev el v s. total logistics costs trade-offs

- Long-term logistics partnership dev elopment - Cost efficient operations across all business areas

- Supply  chain m anagement excellence - Cost efficient logistics platforms

Key logistics issues and challenges

The table below summarises the issues and challenges reported by respondents. Certain 
emphasis on sub-supplier involvement is indicated in the last column, with categories 
“Low”, “Moderate” and “High”. The classifications are based on the responses to the 
descriptive questionnaire item. “Low” represents responses like “Only in some special 
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cases.” and “Not that much but little with short ground transportations.” “Moderate” 
represents statements like “Some of the operative personnel like warehouse workers 
and truck drivers can be subcontracted. LSP can also rent or lease warehouse space.”
“High” emphasis refers to responses “All LSP's are using sub-suppliers. [Information
omitted] have lot of different trucking companies in their fleet.” and “Yes they do, and 
more or less 100% of their services are in trucking.” The descriptive data presented in 
response items is used in combination with the quantitative data. 



93

Table 9 Reported key logistics issues and challenges 

Ref.
Interpretation/ 

Classification
Exposure to 

service tiering

A1
Capabilities and 

tim e
Low

B1 Planning High

C1
Costs, serv ice lev el 

and monitoring
High

D1
Working capital, 
core competence 

and forecasting
High

E1
Planning and

forecasting
Moderate

F1
Cov erage,

capacity  and
coordination

Low

G1
Cov erage, point of 

sales, serv ice lev el,
and information

Moderate

H1
Capacity , 

env ironment
High

I1
Serv ice lev el

and costs
Moderate

J1
Efficiency , costs

and information
High

K1
Costs and serv ice 

lev el
Moderate

L1
Forecasting and

seasonality
High

M1
Changes in business

env ironm ent and
lead times

Low

N1
Forecasting, 

flexibility  and costs
Low

O1
Planning and 

capacity  utilisation
Moderate

P1
Costs, time and 

serv ice lev el
High

Q1 Serv ice lev el High

R1
Strategic issues, 

efficiency  and 
standardisation

High

“Global distribution centre set-up, supply  operations 
responsible for m aterial deliv ery  until installation site, 
complete and transparent information flow in supply  chain 
and harmonised interface from logistics to front lines.”

“Ensuring enough road capacity  and env ironmental issues.”

Response

“Same time increasing costs and higher customer 
expectations (shorter lead times/deliv ery  tim es, better 
av ailability , more demanding operations model etc.).”

“Component av ailability  from  suppliers is a m ajor challenge 
at present. This translates into a major challenge of 
maintaining a high serv ice lev el av ailability  to customers.”

"Sub-contractors are not alway s skilful enough, which causes 
time schedule problems."

“Huge scale on deliv ery , tight schedule (production v s. 
installation), and all projects are unique in scope and 
destination.”

“Seamless planning functions of v ery  independent internal 
business units and div isions. Balancing v ariation with high 
lev el of utilisation of personnel and other resources.”

“Costs, serv ice lev els, serv ice differentiation, supplier 
management.”

“Forecast accuracy , inv entory  management, deliv ery  
accuracy , supply  chain costs, competence dev elopment in 
SCM.”

“Long supply  lead times and large batch sizes v s. fluctuating 
demand at point of sale.”

“Third party  operated distribution centres. How to balance 
the needs of different businesses within [information 
omitted].”

“Increasing costs (of labour, fuel, transportation). Increasing 
customer demands.”

“Most of the challenges are v olumes related to cargo and to 
seasonality  of business.”

“Fast mov ing consumer goods business means in this case 
time in the order to deliv ery  process is v ery  short (one day ).”

“Shorter forecast window and reduced forecast accuracy  
means that more flexibility  requirem ents with lower total 
costs.”

“Serv ice as a competitiv e factor cost efficiency  as a base 
requirement.”

“Cross functionality , v isibility , cost effectiv eness. Centrally  
managed logistics organisation.”

“Subcontracting activ ities play  strong role in our business. 
Optim izing and standardizing this part of the business is 
v ital.”
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Other issues and challenges

Another area of concern that has not been covered in the table above is a growing scale 
of global distribution and the impact of more remote destinations. Scale translates into 
a lack of capacity, volumes and required technologies. The following quotation serves as 
an indicator of these challenges for which specialised sub-suppliers are partly used. 

“Due to the strong growth and internalization of the company, the logistics challenges are also 
related to these issues: updating the ERP-system to handle growing volumes in an international 
environment - as the operations are growing geographically to more remote locations (e.g. 
regional cities in [information omitted]) it is more challenging to provide these locations with 
merchandise - at the moment there is huge lack of warehouse staff in some of our markets, like 
[information omitted]. This is slowing down the goods handling and affecting the warehouse 
efficiency in a negative way - the customs clearing operations in [information omitted].”

Technology seems to be utilised to a large extent in those logistics processes where sub-
suppliers are involved. The following quotation is a response from a company reporting 
that all of their freight forwarders are using sub-suppliers. Hence, freight services are 
bought from large forwarding companies, which sell freight services like [information 
omitted]. 

“Lean management for logistics (transparency). Continuing to boost the usage of SAP system 
and develop it to logistics needs. This is one of the key issues at the moment. SAP system has not 
been used in logistics needs yet. Starting the process is not easy, more training and mutual goals 
are needed.” 

Other issues related to market dynamics are fuel price movement, incomplete supply 
chain forecasting, legislation and environmental awareness. The following quotations 
relate to firms with extensive use of specialised sub-suppliers, for road transportation 
and warehousing, with global coverage and multiple first-tier (3PL) of service providers 
managing the processes. However, the extent of sub-supplier use depends on particular 
services, geographical areas and seasonality of operations. 

“Fuel price and other cost components adding continuously to the cost pressure in global 
logistics - incomplete forecasting systems - last minute changes through the chain - 
environmental awareness will have impacts on global logistics.” 

“Diversity in the market means that there are a lot of mergers and acquisitions on-going all the 
time. Costs are going up due to fuel prices and it is difficult to get big volumes of freight in fast 
and cost efficient mode across continents.” 

Buyer perceived control over service tiering

Based on the responses received, sub-supplier involvement is acknowledged as a matter 
of concern with 29% of the questionnaire responses reporting “no” or “not normally” on 
control over sub-suppliers. Respondents also reported that their company has control 
in “some areas” and when LSP sub-suppliers are located in less remote destinations. 

Responses claiming to have control over service tiering varied, ranging from perceived 
overall control to uncertainty and total absence of control. The attributes to having 
control were attributable to contract specifications and cost structure terms. The open-
book policy was also found in the responses, which denotes that the input data on 
volumes and frequency on which rates are calculated are open and available to parties 
involved. Hence, it reduces the risk of price-making behaviour of supply chain actors. 
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 “Yes, we do. Sub-suppliers are covered as well by the main contracts.” 

 “Yes, normally by a detailed a structured cost structure for the primary contract with the 
logistics provider contracted by [information omitted].” “Depending on matter there are many 
variations of how deep the joint management is.” 

“Compensation is used in case of non-performance.” 

 “Yes, in some areas. We have developed several systems like transportation accuracy 
(transportation charges depend on accuracy). Some companies do cargo planning by themselves, 
we use self billing, etc.” 

“...depending on the contracts, in some contracts structure is based on an open-book policy, 
some contracts are pure commercial rate agreements, where no detailed cost follow-up is done 
currently.” 

The respondents who reported deficiencies in the follow-up procedures and/or absence 
of control, emphasised strongly that it is regarded as a concern of the primary (or first- 
tier) 3PL providers. Based on the empirical findings, the logistics service buyer may not 
have sufficient insight into the logistics activities beyond the primary provider. Hence, 
it would be an indication that there are no proper methods to manage logistics activity 
in service tiering. In addition, the last quotation implies that the first-tier buyers do not 
even have financial visibility related to tiered logistics services. 

“That part of the supply chain that is not in our control (--> meaning upstream, before the 
merchandise is in our stock) is difficult to follow. For example: a shipment can wait for weeks in 
a terminal in the port of [information omitted] and we have no information about it, nor can we 
influence it in any way in practice. In cases where goods handling (like price-labelling) are 
outsourced to a warehouse company, we usually have a few members of our own staff on site to 
supervise that everything is done as it should be.”  

“We make all the agreements directly with LSPs or with shipping lines. We do not have any need 
to know how sub-suppliers are doing. Anyway, LSPs are responsible for sub-suppliers’ 
performance.” 

“First-tier service provider is responsible if outsourced.”  

“I am not entirely familiar with this field, but I have a feeling that the control is not good.” 

“The costs of the outsourced logistics services are followed very closely in the company. The sub-
supplier involvement is not visible on the financial side, since contracts are made with a party 
that can use a sub-supplier but it is not visible to us.” 

There were some responses missing in the service tiering context, reporting on the 
perceived control through established systems, software and manuals. 

 “Control has been done manually. Operational control is done in weekly follow up meetings in 
joint projects. In smaller project our shipping personnel monitors shipments manually. Not yet 
in the SAP system. Financial control- this is done by following up the invoiced amounts. Not yet 
in the SAP system.” 

“Our company has operation guidelines and handbooks. Service levels are set and continuous 
development programs are agreed.” 

Perceived risk

The table contains the reported items of perceived risk. Hence, the discussion results in 
a content analysis of the logistics issues and challenges and perceived risk (page 97). 
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Table 10Reported perceived risk indicators in service tiering 

Ref.
Interpretation/ 

Classification
Exposure to 

service tiering

A2 Costs (unpredicted) High

B2
Ev ents related to 
tim e and supply / 

demand
High

C2 Time, reliability Low

D2 Serv ice lev el High

E2
Serv ice, costs and 

miscellaneous
Moderate

F2 Global logistics Moderate

G2 Costs and safety High

H2
Infrastrucutre, 

serv ice lev el and 
technology

Moderate

I2
Material, product

flows related to
financial outcomes

High

J2
Quality  translated
into commitments 

and costs
High

K2
Transparency

and control
Moderate

L2
Dependence causing

disputes and 
financial issues

Moderate

M2
Serv ice lev el, 

performance links
to financial outcom e

Low

N2
Serv ice deliv ery , 

monitoring, control 
and financial im pact

Moderate

O2
Visibility , 

capability , resources 
and serv ice lev el 

High

P2
Information, 

transparency  and 
requirements

Moderate

“Risk of serv ice lev el, risk of cost lev el, risk of operations in 
general.”

“Outsourced serv ices reduce transparency  and control. Clear 
target setting and good follow-up tools reduce this risk.”

“I see the risk of getting into so deep interdependence that it 
may  cause difficulties in case of controv ersy  regarding e.g. 
economical/financial issues.”

“The target of our serv ice lev el is 1 00% and logistics serv ices 
are one of the most important parts of the whole supply  
chain process in [information omitted] business. Poor 
performance of logistics serv ice partner means direct losses 
in business.”

“In [information omitted] ev en a minor logistics serv ice 
prov ider risk realisation can cause major problems in serv ice 
deliv ery  for day s to come. And some of these end in 
newspapers. My  perception of risk in this context is that it is 
a business risk of tens of thousands, sometimes hundreds of 
thousands of Euros. Worth close monitoring and control.”

Response

“Risk, unexpected/purposeless function causes extra work/ 
costs.”

“The risk is a possibility  that something is not materialising 
like mentioned in [information omitted] long lead time and 
large deliv eries v s. shifting demand."

“Variation of lead time, reliability  of serv ice promise.”

“Agreed serv ices can't be deliv ered or these are deliv ered 
poorly .”

“Risk is deriv ed from limited v isibility  related to partners’ 
particularly  insufficient resources required to manage and 
improv e our critical areas of customer serv ice.”

“Information and transparency  related to our supply  chain 
activ ities. Risk related to failure of m eeting custom er 
requirements."

“Double sources – special focus on intercontinental logistics 
[information omitted] effect.”

“Damages, most of our goods are [information omitted]. Our 
regulation is ''Safety  first''.”

“Normally  logistics serv ices mean serv ice and 
infrastructure. To hav e the risks clearly  identified needs a 
clear understanding of process for serv ices prov ided and 
knowledge about technology  used.”

“Risks are any  disturbance that m ight impact the material 
or product flow which might impact the monetary  flow into 
the company .”

“Risk: not meeting the quality  standards, which are defined; 
failure to fulfil commitm ents (time, quality ); and 
unexpected cost increases.”
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The following table illustrates the results of the content analysis of responses regarding 
the issues and challenges, and indicated exposure to service tiering. 

Table 11 Content analysis: logistics issues and challenges in service tiering 

A2 B2 C2 D2 E2 F2 G2 H2 I2 J2 K2 L2 M2 N2 O2 P2

A1 x x x x x
B1 x x
C1 x x x x x x x
D1 x x x
E1 x x x x
F1 x x
G1 x x x x x x
H1 x x
I1 x x x x x x x x
J1 x x
K1 x x x x
L1 x
M1 x x x x x x x
N1 x x x
O1 x x x
P1 x x x x x x x
Q1 x x x x x x x x
R1

4 8 5 9 7 2 1 4 - 8 3 1 5 7 7 3

[ 0 1 1 2 3 3 4 4 5 5 7 7 7 8 8 9 ]

Please refer to the quoted response

Mode

The scores in brackets were rearranged in order to find the mode, extremely high and 
low scores in the distribution. The mode scores, or items, appeared most frequently and 
thus capture important information about the random variables. In addition, the end-
points, or tail scores, (high 8, 9; low 0, 1) are in bold type. 

Modal scores: perceived risk items related mainly to failure regarding service level, 
delivery, customer requirements, and operations in general. These issues are related to 
attributes such things as delays in delivery and a bad reputation from ending up in the 
media. Perceptions of risk were also expressed in financial terms. These monetary 
response items were related to interpreted moderate exposure to service tiering. Other 
revealed aspects were monitoring, control and insufficient resources to improve critical 
areas of customer service derived from the limited visibility related to actors. 

High score items: perceived risk was related to the possibility of material long lead 
time and large deliveries subject to high demand fluctuations. Other issues mentioned 
were service delivery, insufficient resources and capacity, failure to fulfil commitments, 
and increase (unexpected) in costs. 

Low score items: indicated risk issues related to obsolescent goods and safety issues. 
Deep interdependence may cause difficulties in case disputes or controversy regarding 
financial issues, indicated by moderate exposure to service tiering. High exposure was 
related to material, product and buy-side financial flow concerns. Quotation R1 implies 



98

the very essence of the underlying issue in the thesis. The quotation may broadly be 
regarded as an overlap between the issues attributable on the vertical axis (Table 11). 

R1: “Subcontracting activities play strong role in our business. Optimizing and standardizing this 
part of the business is vital.” 

Moreover, the lack of knowledge and understanding of logistics service buyers’ business 
was indicated in combination with expressions related to some financial consequences 
or implications. The detailed but vaguely specified issues were attributable to delays in 
deliveries, financial burden, durations of the buyers’ customer (receivers) relationships, 
reputation, disaster, and penalty fees. 

“One good example is the LSP's understanding of the customers' business processes. If this is not 
on the required level, a disaster is ready.”  

“Delays in deliveries may cause a major financial burden to our organization, which is always a 
'risk'.” 

“The risk 3PL provider presents to us is poor service to our customers who either stop buying 
from us due to bad quality of our services or demand penalty fees. Our reputation is at stake 
every time our customers contact our 3PL provider.” 

Referring back to reported logistics issues and challenges, the noted issues of fuel price 
movements adding to cost pressure in global logistics was found in the determinants of 
perceived risk in the logistics context. Thus, the geographical coverage and reach may 
raise concerns from a risk perspective. In addition, risk in general terms is an emerging 
issue in supply chains. 

“Biggest risk at the moment is energy price of transports.” 

 “Risk analysis in the supply chain is becoming more important. An influence on this has resulted 
from the "emerging markets concepts". Outsourcing of major logistics and supply chain activities 
also presents risk, i.e., contractual, long term stability and further development of the SC.” 

Finally, the last quotation incorporates service tiering as an issue related to perceived 
risk. Certain attributes previously mentioned, such as understanding of business, skills 
and capabilities, service quality, costs and control are found to be connected to service 
tiering as indicated and captured in the quotation. 

 “The service provider doesn't have a realistic and proper understanding, and therefore not the 
necessary skills of the operations --> because of this the required quality level is not achieved and 
the costs are not under control. Most of the failures have occurred because the 3PL providers are 
"selling" something that they don't really have.” 

The section has outlined the main findings from the descriptive part of the questions 
raised in the survey on service tiering. To explore the conceptual frameworks proposed, 
evaluation of propositions was executed in order to investigate causality. 

4.1.2. Propositions evaluation 

The propositions are measured by linear regression analysis in order to assess possible 
causation, and the magnitude of construct relationships. Correlation analysis has been 
carried out to find indications of particular interest. However, the observed correlation 
between the constructs and indicators should not be interpreted as causal relationships, 
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regardless of the magnitude of correlations (Afifi & Clark, 1996). Hence, causal effects 
may result from any “direction” between two distinct measures or another surrounding 
measure. Causation examined from both statistical and theoretical perspectives holds 
the best support for arriving at theoretical conclusions. This is acknowledged in the 
analysis.

4.1.2.1. Dependence and equitable value distribution 

Based on proposition 1, it is anticipated the there are particular associations between 
cross-dyadic dependencies, which results in sub-optimisation, price-making behaviour 
and equity distribution. Hence, it is assumed that higher dependence on 3PL service 
providers in service tiering translates into perceived negative equity distribution among 
supply chain actors. 

Lin ea r regression  P1

R Square F-value Sig. t-s tat.
Model 0.488 5 .3 3 6 0.001

DEPEN1 0.04 4 2 .1 1 4

DEPEN2 0.3 6 5 0.9 2 0

DEPEN3 0.3 4 4 -0.9 6 2

DEPEN4 0.1 8 8 1 .3 4 9

DEPEN5 0.2 5 4 1 .1 6 5

In depen den t: DEPEN1 , DEPEN2 , DEPEN3 , DEPEN4 , DEPEN5  

Depen den t: EQUDIS

The research findings indicate that the association between dependence and perceived 
equitable value distribution is positive and highly significant (R2=0.488; p<0.001). 
They also suggest that, under conditions of high dependence on the service provider, 
equity is perceived as positive when sub-suppliers are involved. Hence, the findings do 
not provide support for the research proposition that service tiering has a positive effect 
on buyer perceived exposure to sub-optimisation and price-making behaviour. Based
on the survey findings, proposition 1 is rejected.

It may be noted that DEPEN1 is the only significant variable in the model. As the model 
as such is highly significant, the underlying reasons for these issues may be explained 
by different DEPEN measure combinations affecting equity distribution. High 
correlation coefficients between variables within the DEPEN construct may indicate a 
presence of some multicollinearity, which can be solved by excluding one or more of the 
variables. Hence, the F-value (5.336) and R2 (0.488) indicate a good model fit to the 
sample and data set. Based on proper theoretical argumentation and statistical values, 
the model is assumed to be correctly specified and valid. 
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DEPEN/EQUDIS Mn Sd 2 3 4 5 6 7 8 9

1 DEPEN1 4.85 1 .65 0.7 1 6 ** 0.468 ** 0.353 ** 0.31 1 0.518 ** 0.546 ** 0.425 * 0.383 *

2 DEPEN2 5.00 1 .7 9 1 0.468 ** 0.264 0.346 * 0.401 * 0.592 ** 0.251 0.393 *

3 DEPEN3 4.32 1 .59 1 0.67 8 ** 0.597 ** 0.232 0.376 * 0.250 0.31 3

4 DEPEN4 3.56 1 .60 1 0.564 ** 0.246 0.380 * 0.354 * 0.358 *

5 DEPEN5 3.65 1 .37 1 0.227 0.386 * 0.37 8 0.308

6 EQUDIS1 5.24 1 .35 1 0.691 ** 0.268 0.403 *

7 EQUDIS2 4.82 1 .31 1 0.433 * 0.408 *

8 EQUDIS3 3.7 6 1 .42 1 0.407 *

9 EQUDIS4 4.26 1 .1 6 1

** Correlation is significant at the 0.01  lev el (2-tailed).

* Correlation is significant at the 0.05 lev el (2-tailed).

An examination of the correlations between the measures of dependence and equitable 
value distribution reveal significant (at the 1.0% level) associations between a buyer’s 
logistics performance and mutual contribution by the parties to the logistics service 
relationship. Moreover, there is significant association (at the 1.0% level) between 3PL 
providers’ contribution to 3PL relationships and logistics service buyers’ organisational 
objectives. Thus, in a context service tiering, logistics services buyers have not reported 
any significant indication of 3PL service providers’ impact on equity, nor any indirect 
effect of sub-suppliers. 

4.1.2.2. Cooperative norms and equitable value distribution 

It is assumed that buyer perceptions of negative equity, i.e. inequity, are counteracted 
by established cooperative norms between actors involved. Hence, positive associations 
between cooperative norms and equity distribution are anticipated. The cooperative 
norms construct has been applied as an explorative construct to equitable distributions 
of value between linear serial dyads. 

Lin ea r regression  P2

R Square F-value Sig. t-s tat.
Model 0.577 7 .6 3 5 0.000

CONOR1 0.02 6 2 .3 5 8

CONOR2 0.1 4 7 1 .4 9 3

CONOR3 0.1 5 2 -1 .4 7 4

CONOR4 0.02 7 2 .3 4 1

CONOR5 0.8 9 5 0.1 3 3

In depen den t: CONOR1 , CONOR2 , CONOR3 , CONOR4 , CONOR5

Depen den t: EQUDIS

The empirical findings show that the association between cooperative norms and equity 
distribution is positive and highly significant. This is indicated by high R2-value (0.577) 
and the very significant F-statistic. Thus, the findings indicate that under conditions of 
established cooperative norms between actors in 3PL service arrangements, including 
sub-suppliers, an equity distribution is perceived as positive, from the first-tier buyer 
perspective. More precisely, the findings provide support for the research proposition, 
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suggesting positive cooperative norms effects on perceived equity distribution. Based 
on the survey findings, proposition 2 is supported. 

CONOR1 and CONOR4 are found to be significant variables in the model. The high R2-
value that explains the variances of the independent variables may be due to the high 
correlation coefficients within the construct CONOR, resulting in a higher probability 
of accepting models as significant. Again, the F-value (7.635) and R2 (0.577) indicate 
that the model fits the data well, and that the theoretical assumptions and model are 
correctly specified and indeed valid. Please note that CONOR5 indicates insignificant 
relevance in the model. This can be due to the fairly small sample size. 

CONOR/EQUDIS Mn Sd 2 3 4 5 6 7 8 9

1 CONOR1 4.03 1 .53 0.550 ** 0.1 85 0.456 ** 0.1 1 9 0.467 ** 0.516 ** 0.662 ** 0.422 *

2 CONOR2 3.88 1 .63 1 0.259 0.1 30 0.207 0.289 0.358 * 0.448 ** 0.305

3 CONOR3 4.44 1 .1 3 1 0.522 ** 0.068 0.009 -0.007 0.086 0.323

4 CONOR4 4.21 1 .1 2 1 0.238 0.447 ** 0.31 3 0.337 0.468 **

5 CONOR5 6.03 1 .00 1 0.287 0.1 89 0.026 0.097

6 EQUDIS1 5.24 1 .35 1 0.691 ** 0.268 0.403 *

7 EQUDIS2 4.82 1 .31 1 0.433 * 0.408 *

8 EQUDIS3 3.7 6 1 .42 1 0.407 *

9 EQUDIS4 4.26 1 .1 6 1

** Correlation is significant at the 0.01  lev el (2-tailed).

* Correlation is significant at the 0.05 lev el (2-tailed).

The correlations between the cooperative norms and equity distribution measures show 
a highly significant (at the 1.0% level) association between mutual contribution and 
joint problem solving among the parties associated with tiered services. A significant 
association (at the 1.0% level) is evident between the buyers’ financial benefits and joint 
problem solving and the supply chain actors’ concern for other actors profitability. The 
willingness to make cooperative changes is significantly (at the 1.0% level) associated 
with logistics service buyer contributions to relationships and 3PL providers’ financial 
benefits. Thus, established cooperative norms are therefore expected to facilitate joint 
problem solving and cooperative changes on the basis of individual financial benefits. 
Cooperative norms can encourage joint concern for profitability in the service tiering 
context. 

4.1.2.3. Equitable value distribution and information exchange 

Proposition 3 suggests that buyers’ equitable value distribution is positively associated 
with visibility in service tiering through information exchange between the actors. It is 
also anticipated that varying incentive systems (i.e. financial benefit) to have an impact.
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Lin ea r regression  P3

R Square F-value Sig. t-s tat.
Model 0.449 5 .9 1 2 0.001

EQUDIS1 0.2 9 7 -1 .06 1

EQUDIS2 0.002 3 .4 8 6

EQUDIS3 0.5 6 4 0.5 8 4

EQUDIS4 0.6 3 0 0.4 8 7

In depen den t: EQUDIS1 ,  EQUDIS2 , EQUDIS3 , EQUDIS4

Depen den t: INFEX

The empirical findings suggest that the positive association between equity distribution 
and information exchange is positive and highly significant. The R2-value and p-value 
for the F-statistic were found to be 0.449 and 0.001 respectively, indicating significance 
at the 0.1% significance level. The findings indicate that under conditions of perceived 
equity distribution among actors in service tiering, including sub-suppliers, the parties 
are willing to exchange information. Moreover, it should be noted that EQUDIS2 is the 
only significant variable in the model. However, one may argue that the other variables 
can be included regardless of the insignificant indications of other variables, based on 
previous theoretical reasoning. It can also be due to the fairly small sample size. Based 
on the findings, the proposition suggests positive associations between perceived equity 
distribution and information exchange, from the first-tier buyers’ perspectives. Based 
on the survey findings, proposition 3 is supported. 

EQUDIS/INFEX Mn Sd 2 3 4 5 6 7 8 9

1 EQUDIS1 5.24 1 .3 5 0.691 ** 0.268 0.403 * 0.1 3 2 0.463 ** 0.1 39 0.098 0.358 *

2 EQUDIS2 4.82 1 .3 1 1 0.43 3 * 0.408 * 0.444 **0.463 ** 0.492 ** 0.287 0.367 *

3 EQUDIS3 3.7 6 1 .42 1 0.407 * 0.424 * 0.245 0.288 0.1 21 0.1 1 0

4 EQUDIS4 4.26 1 .1 6 1 0.252 0.454 ** 0.1 43 0.026 0.242

5 INFEX1 4.41 1 .48 1 0.359 * 0.608 ** 0.201 0.232

6 INFEX2 6.1 8 1 .00 1 0.21 0 0.1 64 0.1 1 1

7 INFEX3 4.1 2 1 .63 1 0.227 0.1 48

8 INFEX4 4.7 4 1 .40 1 0.1 7 4

9 INFEX5 4.85 1 .33 1

** Correlation is significant at the 0.01  lev el (2-tailed).

* Correlation is significant at the 0.05 lev el (2-tailed).

The correlations matrix between equity distribution and information exchange shows 
some significant (0.01) associations of mutual contributions and information exchange 
between actors. 3PL providers’ contribution to relationships is found to be associated 
with the information exchange related to the 1) expectations of information to parties 
on changes and event; and 2) sharing of relevant information on partners and costs. 
There is also strong correlation (0.01) between anticipated 3PL providers’ financial 
benefits and expectations of information to parties on changes and events. 
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4.1.2.4. Information exchange and transaction costs 

Information exchange is proposed (4) to be positively associated with asset specificity 
due to supply chain authority and aspects of integration, and information exchange in a 
service tiering context. Propositions 5-7 are not supported in the study (Appendix 6). 
Please refer to section 4.3. for a discussion on why propositions 5-7 were not supported 
in the study. 

Lin ea r regression  P4

R Square F-value Sig. t-s tat.
Model 0.327 2 .7 2 6 0.040

INFEX1 0.9 4 2 0.07 4

INFEX2 0.1 6 0 1 .4 4 5

INFEX3 0.5 7 7 0.5 6 4

INFEX4 0.1 9 4 1 .3 3 0

INFEX5 0.04 9 2 .05 4

In depen den t: INFEX1 , INFEX2 , INFEX3 , INFEX4 , INFEX5

Depen den t: A SPEC

The survey findings indicate some positive associations between information exchange 
and asset specificity with a satisfactory amount (social sciences) of variation explained 
by the model (R2=0.327; p<0.040). The null hypothesis can be rejected, due to the fact 
that the coefficients are jointly insignificant at the 5.0% significance level. Thus, the 
findings indicate that under conditions of perceived information exchange between the 
actors, higher asset specificity is accepted. It is concluded, based on these indicative 
findings, that positive association between asset specificity and information exchange is 
anticipated. Based on the survey findings, proposition 4 is considered to be 
supported.

INFEX/ASPEC Mn Sd 2 3 4 5 6 7 8 9

1 INFEX1 4.41 1 .48 0.359 * 0.608 ** 0.201 0.232 0.384 * 0.1 94 0.1 57 0.1 39

2 INFEX2 6.1 8 1 .00 1 0.21 0 0.1 64 0.1 1 1 0.252 0.232 0.290 0.255

3 INFEX3 4.1 2 1 .63 1 0.227 0.1 48 0.297 0.099 0.21 4 0.226

4 INFEX4 4.7 4 1 .40 1 0.1 7 4 0.300 0.21 6 0.229 0.27 1

5 INFEX5 4.85 1 .33 1 0.21 2 0.1 01 0.368 * 0.580 **

6 ASPEC1 4.91 1 .03 1 0.1 39 0.420 * 0.502 **

7 ASPEC2 4.29 1 .47 1 0.362 * 0.392 *

8 ASPEC3 5.3 2 0.84 1 0.601 **

9 ASPEC4 4.88 1 .27 1

** Correlation is significant at the 0.01  lev el (2-tailed).

* Correlation is significant at the 0.05 lev el (2-tailed).

Further, examining the correlations between information exchange and asset specificity 
measures revealed significant (at the 1.0% level) associations among the sharing of 
supply and demand forecasts, devoted time, resources efficiency and coordination. 
Moreover, there is some weaker indication of a positive association between 1) sharing 
of equal amounts of proprietary information and investments in technical skills made 
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for improved cooperation of supply chain members; and 2) supply/demand forecasts 
sharing with supply chain members and competent personnel to meet expected service 
requirements. Hence, it may be concluded that information exchange is to some extent 
positively associated with asset specificity in service tiering. 

4.1.2.5. Transaction costs and perceived risk 

As separate constructs, transaction cost attributes did not show significant individual 
associations with perceived risk. However, a combined model consisting of behavioural 
opportunism and environmental uncertainty, associated with exchange relationships, is 
assumed to be attributable to risk perception from a 3PL service buyer perspective.   

Lin ea r regression  P9 & P11

R Square F-value Sig. t-s tat.
Model 0.498 4 .4 7 2 0.003

ENV UN1 0.09 5 -1 .7 3 0

ENV UN2 0.04 6 2 .09 5

ENV UN3 0.7 9 5 -0.2 6 3

ENV UN4 0.05 4 2 .01 2

BEHOP1 0.06 4 1 .9 2 8
BEHOP2 0.3 9 4 0.8 6 6

In depen den t: ENV UN1 , ENV UN2 , ENV UN3 , ENV UN4 , BEHOP1 , BEHOP2

Depen den t: RISPER

To a certain extent, the empirical findings indicate some positive association between a 
combination of environmental uncertainty and behavioural opportunism and perceived 
risk. The R2-value (0.498) and p-value (0.003) for the F-statistic were found significant 
at the 0.3% significance level. Except for ENVUN3 and BEHOP2 measures, the results 
indicate that the variables applied in the model are more or less significant at the 5.0% 
level of significance. It is concluded that the significant statistical indications found in 
the model are attributable to a positive inter-relationship of behavioural opportunism, 
environmental uncertainty and perception of risk. Theoretical reasoning is given more 
weight, compared to statistical results, in the uncertain cases with empirical evidence. 
Based on the survey findings and theoretical reasoning, propositions 9 and 
11 are jointly considered to be supported.
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ENV/BEH/RIS Mn Sd 2 3 4 5 6 7 8 9

1 ENVUN1 3.85 1 .44 0.51 7 ** 0.3 1 7 0.440 ** 0.362 * 0.055 -0.1 66 0.290 0.246

2 ENVUN2 4.65 1 .07 1 0.249 0.3 37 0.096 -0.084 -0.066 0.353 * 0.332

3 ENVUN3 4.29 1 .43 1 0.434 * 0.07 6 0.057 -0.1 25 0.037 0.362 *

4 ENVUN4 4.65 1 .50 1 0.33 0 0.556 ** 0.07 5 0.538 ** 0.601 **

5 BEHOP1 3.94 1 .56 1 0.098 0.1 92 0.256 0.335

6 BEHOP2 3.7 9 1 .51 1 0.256 0.27 7 0.335

7 RISPER1 4.09 0.83 1 0.052 0.320

8 RISPER2 4.53 0.99 1 0.588 **

9 RISPER3 4.44 1 .56 1

** Correlation is significant at the 0.01  lev el (2-tailed).

* Correlation is significant at the 0.05 lev el (2-tailed).

Examining the correlations of behavioural opportunism, environmental uncertainty 
and risk perception did reveal significant (at the 1.0% level) associations between the 
instability and continuous adaptation to the business environment, and failure in the 
logistics market in the service tiering context. 

Propositions 8-11 were not separately supported by the survey findings (Appendix 7), 
and were thus excluded for statistical reasons (not significant at the 5.0% level) only. 
BEHOP and ENVUN were significantly supported by the findings at the 8.0% and 6.0% 
levels, respectively. On the other hand, a stronger literature support for the association 
could have justified it as a significant association to be included, though. BEHOP and 
ENVUN were tested for a combined association with RISPER, which yielded significant 
results as presented. This model was therefore accepted and included as a significant 
finding. For further discussion please refer to section 4.3. 

As a concluding remark, three issues related to the quantitative data are emphasised 
with positive and negative aspects, namely linear specificity and heterogeneity, and 
sample size. Based on the high R2-values in the regression, the models indicate that 
functional forms, i.e., linear specifications, have been correctly chosen and specified. 
Heterogeneity of the data is an issue due to the distribution of respondents attributable 
to a variety of industry sectors or categories. Thus, exploratory investigation of many 
such subgroups may not contain genuine regularities. Replication studies are one way 
of determining if the significant results can be generalised in the service tiering context. 
The generalisation is to claim that the proposed associations are a reality. Finally, the 
small sample size should be regarded as an issue in the assessment, as discussed, and 
should thus be taken into account. Please note that the results do not, as such, serve 
any conclusion on the conceptual framework model. 

4.2. Multiple single respondent case studies 

The respondents who had indicated interest in a follow-up interview session and agreed 
to participate in the session were sent the case study protocol according to which the 
interview was conducted. The structured questions were based on the survey findings. 
The responses are summarised and interpreted following the structure outlined and 
used in Appendix 4. 
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The quotations presented, researcher interpretations made, and indications revealed 
are based on the underlying questions. The responses outlined were selectively chosen 
based on their content. Most of the responses were received in written or verbal form in 
Swedish and subsequently translated. The translations focused on the response content 
rather than grammatical issues. 

Dependence and equitable value distribution

The first part of the interviews aimed at exploring the characteristics and interpretation 
of the perceived logistics performance and the respondent and the contributions to the 
current logistics service relationships. The contribution of the logistics service provider 
was then discussed with the link to first-tier service buyers’ organisational objectives 
related to the logistics activities subject for outsourcing. Service tiering was emphasised 
as appropriate for reminding the interviewees of the content, and link the discussion 
back to the problem area. 

An interesting finding related to buyer contribution to current logistics relationships is 
the honesty mentioned, which would indicate a certain trustworthiness and honesty in 
managerial aspects from the first-tier buyer perspective. It may imply that buyers try to 
build relationships based on honesty and trust instead of control measures (Razzaque & 
Sheng, 1998). However, referring to the “...contractual service providers”, honesty and 
trust between first-tier buyers and providers are not necessarily true for entire supply 
chains across pairs of dyads (Knemeyer et al., 2003). Moreover, trust does not contain 
any assumption of dual action, e.g. information exchange (Knemeyer & Murphy, 2004). 
However, no explicit reference to sub-suppliers was made. 

“We have to be honest and trustworthy about financial and operational matters for improving 
and facilitating cooperation between our organisation and our contractual service providers.” 

The following response indicates that there is misalignment to a certain extent in the 
supply chain. Moreover, this misalignment relates to the operational and financial 
dimensions. These findings are consistent with “disturbances” or tensions referred to in 
Williamson (1991), and the requirements of adaptive capacity of the transacting parties 
to respond either independently or in a holistic fashion to changing market conditions. 

“However, there are always things that put the operational and financial functionality in a state 
where any balance is hard to find. It can be in any part of the supply chain.”  

The following two quotations indicate that management may be reluctant to deal with 
issues arising from logistics activities. Based on interpretation, the first quotation refers 
to a managerial reluctance to increase interactions, which indicates that interaction has 
become more adversarial than cooperative (Bolumole, 2003). Moreover, a “low profile” 
of the logistics activity can result in the loss of strategic control over contracted logistics 
activities (ibid.). 

 “Our satisfactory level of service performance relates to activities that are operated with a 
suitable cost structure, and that I do not have to hear about operations nor matters, issues and 
rearrangements.” 

 “Hence, it is a process that is running in silence at low cost in the background, and I can focus on 
the actual business I am supposed to do.”  
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All the interviewees emphasised perceptions of holistic contribution to logistics service 
and relationships related to capacity and capacity constraints. The findings corresponds 
to literature emphasising concern for value mismatches between resources and capacity 
and 3PL logistics service buy- and supply-sides (Davis-Sramek et al., 2007), which then 
consequently translates into buyer perceptions of a gap between the actual and realised 
services level (van Laarhoven et al., 2000). Please note that capacity concerns were also 
found to a large extent in the descriptive survey data. 

 “We can by no means have bottle necks in our operations.” 

”Other organisational objectives relate to being prepared to increase capacity in case expansion 
initiatives require us to do so.”

“Capacity issues are seasonal to which the service providers must adjust.” 

The ultimate customer perspective was stressed in the survey as well as the interviews. 
It provides further evidence of the integration aspect between logistics and marketing 
functions being due to the importance of customer service (Innis & La Londe, 1994) 
from a strategic perspective (Virum, 1993), in processes of value added to exchange 
services (Leahy et al., 1995; Knemeyer & Murphy, 2005a).  

”I need to be confident that everything goes well and that the logistics flow is solid.” [Moreover] 
...we cannot move any of our logistics operational and long-term problems to our customers.” 

Another dimension to organisational objectives brought up in one case was that success 
is concerned with conditions under which buyers gain control of the resources at hand, 
and thus can effectively leverage it against the providers, competitors and customers to 
accumulate value for stakeholders (Cox, 1997). 

”Our organisational objectives in logistics are strictly related to the scarce resources we have at 
hand. I want to be sure that our logistics runs as planned and that it does not give any trouble to 
our stakeholders (customers, partners and owners).” 

Relationships that exist in a dynamic environment are considered to be attributable to 
uncertainty, affecting the value of partner switching options in the supply chain, which 
imposes unexpected costs (Wu, 2009). Against this background and the study findings, 
3PL buyers are willing to cooperate partly due to the alternative costs of switching the 
providers under uncertainty. 

“Uncertainty and switching costs related to other logistics service providers cost a lot of money.” 

There was one response that stressed mutual tendency of reluctance to develop of the 
current service level. This may be an initial indication of service provider experience 
that does not fulfil buyer expectations, which has been mentioned in empirical findings 
in past research (Menon et. al., 1998). An explanation can be the proposed future issue 
of empowerment by which 3PL providers are encouraged to contribute the skills and 
experiences to client organisations (Bolumole, 2003) that may not have been realised. 

”Any interest to further develop logistics services does not exist, both from a primary logistics 
service provider and our logistics function perspective.” 

In general, logistics service buyers are not familiar with, or cannot individualise, what 
distinct contributions the logistics service providers make, apart from the contractually 



108

individualised terms. It seems that logistics services undertaken should function with 
only minor “noise”, and the main goal is to keep stakeholders (i.e. customer, partner 
and owners) satisfied. The responses indicate certain lack of management involvement, 
which is a key success factor mentioned in the literature (van Laarhoven et al., 2000).  

Cooperative norms and equitable value distribution

Respondent were also asked to discuss their contribution and the joint problem solving 
of the parties involved with tiered logistics services, and their understanding of specific 
organisational objectives in the context. 

The responses to problem solving yielded interest findings in terms of joint actions, i.e. 
duality (Reeve, 1990; Cox, 1997), and, in contrast, the absence of any joint action to 
improve processes and cooperation. The perceived lack of joint action from the logistics 
provider may be explained by the importance of provider neutrality in cases where the 
providers want to coordinate the supply chains Fabbe-Costes et al. (2009), which is a 
valid point in the service tiering context. 

”Problems that are usually of a joint concern nature relate both to operational and financial 
matters. It does not matter at all where in the supply chain particular problems arise.” 

 “The imbalance is a barrier to long term cooperation. We have only one way out and that is the 
mutual will to maintain a long term, efficient and profitable cooperation of all the actors 
involved.”

“Joint problem solving by lower tier suppliers is not a success story in our company. Problems 
related to quality and delivery deficits have not been regarded as problems by our lower tier 
supplier. It is more the opposite way around.” 

The benefits obtained through economies of scale and scope, such as pooled resources, 
expertise and focus on superior services at lower costs (Abrahamsson & Wandel, 1998), 
can translate into difficulties in adaptation to changes of buyer requirements, as was 
indicated in the following quotation. Note that the respondents mentioned that the sub-
suppliers are often the main link to primary logistics service providers and with whom 
operational problems are solved.  

”It is much easier to make changes with sub-suppliers than primary logistics service providers 
because their organisations are much smaller in size compared to primary buyer organisations. 
These are more flexible than primary service providers. This is due to heavy administration and 
systems that require more effort to make any changes or adapt to new condition in the market. 

”In many cases, this is the only ”physical contact” between the primary logistics service buyer 
and the 3PL service provider. Therefore, the sub-suppliers are actually in many cases the touch 
point (loading/unloading) or the “business card” towards us.” 

”Moreover, sub-suppliers are often the party that operates the logistics services and is a critical 
determinant regarding joint problem solving, but from an operational perspective.” 

The main terms outlined in agreements between 3PL service buyers and providers are 
in some cases not explained by the sub-suppliers to which one respondent takes a 
critical stance. Consistent with the literature, one issue related to service tiering is the 
lack of multilateral agreements (Williamson, 1991), and the implications for service 
delivery. The dimension of incentives (ibid.) is acknowledged in the response. 
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“Fewer sub-suppliers employed by our primary logistics service providers result in improved 
service quality. The reason is that sub-suppliers have no insight regarding the contractual terms 
on e.g. [information omitted]. I feel that sub-suppliers delivery better service quality in cases 
where certain incentives are established with a direct link to performance.” 

Associations between financial benefits and joint problem solving among supply chain 
parties in tiered services indicate that the internal strategic orientation focus on own 
profit making dominates over the external orientation (Bolumole, 2001). That imposes 
a subjective profitability obtained at the expense of supply chain optimisation. Hence, 
the parties involved do not cope with shortfalls in short-term profitability with the aim 
of supply chain wide benefits (ibid.). Thus, price-making behaviour exists in the service 
tiering context in 3PL (Marsden, 1983; Sheer et al., 2003). 

“Sub-suppliers can usually charge the first-tier logistics service provider higher prices compared 
to other served customers. They can obtain less fluctuation in terms of both cash flow and 
volumes over a longer period of time. This requires volume to be provided by the primary 
logistics provider.” 

“Margins do however impact on action that directs focus on only their own profitability. The 
result is interruptions in operations that need to be taken care of in the [down-stream] supply 
chain.”

“In addition, the sub-suppliers are usually the largest cost driver in our logistics arrangements, 
e.g. fuel and personnel, are the most significant for price pressure. The main costs items arise in 
the sub-supplier tier and are absorbed [down-stream] in the supply chain towards the ultimate 
customer.”

In addition to price-making behaviour, the findings related to power-dependencies 
have indicated the expectations and abuse of power (New & Payne, 1995), including the 
existing power structures (Cox et al., 2003), that are serious issues even in established 
relationships. Thus, it can be concluded that relationships and partnerships are open to 
a wide range of meanings and interpretations (New & Payne, 1995).  

The 3PL provider makes every effort to pool the customers and sub-suppliers available and gets a 
share [“siivu”] from each activity between entities in the supply chain [price-making behaviour 
between dyads].” Higher volumes in the supply chain create multiplicative effects 
[“kerrannaisvaikutuksia”] on the financial benefits received, better terms of trade and more 
efficient administrative work related to customs. To give you an example, a sub-supplier left 
[information omitted] with no freight. The operator wanted an order to which the [information 
omitted] was almost at no cost. Therefore, the 3PL provider charged the sub-supplier and 
customer extra due to the low [information omitted] charge and the dependence of the sub-
supplier on the 3PL service provider [intermediary].” 

However, the margin seeking behaviour within and between tiers is noted to be a major 
advantage with regard to scale that gives costs, flexibility, ranges of service offerings, 
and services characterised by different alternatives and solutions.  

”3PL service buyers are able to benefit from the use of sub-suppliers whereas they receive better 
prices, flexibility, and we get different services without using several logistics service providers 
[“one-door-solution”]. Another major benefit is related to sub-supplier assistance in less 
attractive routes through rerouting and other solutions at hand.” 

Responses on the questions related to perceptions of the financial benefits and supply 
chain parties’ mutual concern for others’ profitability indicate that there are incentives 
to share concerns for the profitability of all parties involved. 
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”All the companies involved in the supply chain have to make money and be profitable. 
Everybody knows that. It means that if you can argue for price movements or other matters, they 
usually are realised, e.g. fuel price increase.” 

It is reasonable to assume that whereas 3PL buyers do not necessarily have any direct 
control of the logistic activities performed by sub-suppliers, first-tier buyers may want 
to impose terms that capture performance in tiers beyond the primary 3PL providers. 
These activities add to the total cost of relationships (Maltz & Ellram, 1997). 

”We expect that the involvement of sub-suppliers to be mainly concerned with ”local parameters” 
including important customer service determinants in terms of timely and accurate delivery to 
any locations required and volume requirements. My best guess is that primary logistics service 
providers have monetary incentives clauses towards sub-suppliers in order to encourage them to 
perform accordingly. We want to ensure that sub-suppliers acknowledge our role and size as 
customer and that this is prioritised over other less significant customers. That increases their 
motivation to avoid consequences of lower volumes and reimbursements.  

The association between 3PL provider’s financial benefits and joint willingness to make 
cooperative changes by the parties involved is strongly indicated by one response where 
cooperation was reflected in mutual goal dimensions, which are profitability, stability 
and efficiency. 

“Willingness to make changes can be illustrated by the possibility and effort to jointly enhance 
cooperation based on mutual goals in terms of profitability, stability of the business, efficiency 
and the overall business going forward.” 

As opposed to the strategic internal exchange orientation (Bolumole, 2001), indication 
of external orientation is acknowledged in the quotation below. The mutually beneficial 
outcomes do not necessarily relate to financial outcomes of transactions. 

“We rather make changes with our current logistics service providers if we think that it will yield 
mutually beneficial outcomes in the future. 

Equitable value distribution and information exchange

Respondent were asked to explain the perceived contribution of information exchange 
and channel members’ equal sharing of proprietary information. The responses are in 
line with previous research. Information exchange of value should involve each party in 
the supply chain Stank et al. (1996) and contain information that is relevant and useful. 
It is concluded that relevant information contains important data at each stage of the 
logistics activity processes, to enable corrective actions under certain changing market 
conditions, and the initiatives required for coordination and integration (Qureshi et al., 
2008). Of interest is the comment on open-book principles between transaction parties 
of which the first-tier buyer does not have any information. 

“The entire supply chain functions without any friction when each party has the latest 
information available. Information enables smother and quicker adaptation to change, 
improvement in profitability and efficiency, better service and lower overall cost structure.” 

“The information should reach the parties involved as soon as possible.”  

“If we work closely together, each one expects that relevant information is distributed.”  

”Equal sharing of proprietary information is in my view sharing of relevant information between 
the parties involved in order to focus on efficient operations.” 
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”Proprietary information does also contain components of internal information that can be 
shown to other parties and fulfil the requirement that each needs to operate efficiently.” 

“Information may contain matters related to changes and impact on customers’ service, and 
logistics service provider profitability.  

“Events and changes are associated with issues concerning any interruptions to short and long 
term profitability and cooperation.” 

“We are not aware of any open-book principles in the tiers of logistics services. I am not able to 
comment on this.” 

Based on the findings, there is a need among logistics service buyers to be informed, by 
all parties involved in logistics services, of any change or event that may significantly 
affect the business conduct. Buyers expect timely accurate information (Williamson, 
1991; Svensson, 2004) in order to adjust and respond to changes and avoid difficulties. 
Note that timely accurate and reliable information has been mentioned several times by 
the respondents in the survey and cases studies. 

“In cases where the cooperation is insufficiently integrated between the parties in the supply 
chain, then sub-suppliers will not have the possibility of informing about price pressure as soon 
as possible. Information enables other actors to react and adjust to those changes quickly enough 
to help the channel members who face difficulties.”  

“We make cooperative adjustments and help each other in case of sudden fuel price movements 
or other such regardless of fixed contractual terms. However, we are only able to respond and 
provide help in the supply chain if information is shared as early as possible in normal cases.”      

Information exchange and transaction costs

The topic concerning sharing of supply and demand forecasts, devoted resources and 
efficiency and coordination yielded many interesting findings. Based on the empirical 
findings, the emphasis on continuous assessments of 3PL logistics providers and the 
benchmarks ensures that the relationship between the relationship length and return 
on investment fulfils its requirements (Bagchi et al., 2005). Information exchange is 
found to be valuable for decision-making on the basis of greater visibility (Simatupang 
& Sridharan, 2005). Please note that the findings relate to the transaction cost attribute 
asset specificity. 

 “Adaptation to changes in long-term relationships has implications for capital required in the 
business.”

”Another issue is investment plans and horizon of each supply chain member.” 

“We are always interested in knowing how we will be able to secure the required return on the 
investments made. The trust related to planning and forecasting must be based on mutual 
interests.” 

Transaction costs and perceived risk

Based on case study findings, transacting parties can behave opportunistically when the 
circumstances change, which causes buyer organisations to incur the cost of monitoring 
and enforcing the relationship (Klein et al., 1990). Thus, the following quotations serve 
to indicate opportunistic behaviour as the context bound outcome (Ghoshal & Moran, 
1996). 
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”The logistics market is not always efficient and logistics service providers may from time to time 
charge premium charges above normal margins.” 

“With many parties involved in the supply chain, operations and charges may smell of blood 
[”lukta blod”]. In such cases, short-term profitability is a priority and relational aspects are 
overviewed.” 

Moreover, it is possible to use own guile to create costs by inconsistent behaviour and 
ineffective performance patterns (Rindfleisch & Heide, 1997; Williamson, 1985). It is 
proposed that uncertainty on the market can be overcome by establishing close and 
long-term strategic relationships (Bask, 2001) including frequent information exchange 
on market development (Hammervoll, 2009). 

”Logistics service buyers whose buying behaviour is inconsistent [seasonality] may view the 
logistics market as inefficient and uncertain.” 

“We are always concerned about price fluctuations, which require that the operations in the 
supply chain should run at lowest cost possible.” 

 “One way to reduce risk is to establish a long-term relationship with one or several logistics 
service providers and engage in close cooperation, share information and promise long-term 
business with each other, e.g. [information omitted].” 

Responses regarding instability and continuous adaptation to a business environment, 
and indirect influence from actors involved, emphasised the certain limited visibility 
into supply chains, which is regarded as the business risk (Francis, 2008). The logistics 
services are considered to be important inputs in operations but contain uncertainty 
with reference made to unknown sub-suppliers, which constitutes organisational risk 
(Rao & Goldsby, 2009). It is clear that information flows play a central role from the 
buyer perspective, with associated costs related to information exchange and access 
(Williamson, 1998). 

”The procurement of logistics services relates, by definition, always to an adaptation to current 
market conditions, e.g. prices and resources, which adjust very fast to demand.”  

 “3PL buyers always have an interest in gaining information in order to overcome uncertainty, for 
instance in matters related to market or forecasted minor volume movements. It helps parties to 
adapt to changes.” 

 “Fluctuating volumes and market conditions result usually in the use of unknown sub-suppliers 
or any operator who may be available. Unknown sub-suppliers contribute to an increasing 
overall uncertainty, especially uncertainty related to performance, prices and quality.” 

“We may also be better off when we gain visibility into sub-supplier operations, which can 
increase competition, bargaining positions and lower overall cost level.” 

”Logistics service providers usually employ sub-suppliers from freight exchanges [”frakt-
börser”], where anyone can undertake the first-tier buyer activities, instead of dealing with and 
carrying out the activities in-house. In fact, sub-suppliers often execute the purchased logistics 
service from the 3PL provider (e.g. ground transportation providing services to the first-tier 
provider).” 

Two respondents added the following comments at the end of the interview, on the 
concluding question of whether the respondent has anything else to mention. First, the 
quotation implies that there is a real concern for the management of the relationships 
beyond the primary logistics service providers, i.e., a loss of control issues (Razzaque & 
Sheng, 1998; Boyson et al., 1999). Secondly, the service tiering phenomenon may create 
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a piecemeal tendency that translates into a problem of separation of the responsibilities 
in tiered provider structures (van Laarhoven et al., 2000). 

 “The main problem associated with sub-suppliers is the interaction with the end customer, 
especially due to the fact that the primary logistics service provider does not fully have control 
over the operations related to sub-suppliers.” We have had legal disputes related to sub-
suppliers, which have a negative effect on our reputation in the business.” 

“We have actually only one problem. As we have a large number of logistics providers and their 
sub-suppliers, it is a problem that they are only responsible for a small piece of the performed 
logistics activities. Also, as we do not have direct contact with lower tier suppliers, the issues 
related to administration and problem solving are too complicated. Our primary service 
providers are not able to provide any solutions to these issues because of complicated reporting 
systems and procedures.” 

4.2.1. Objectivity problem 

It was stated in chapter three that reliability is determined by the researcher using the 
method, and thus the empirical findings and conclusions drawn may subjective due to 
researcher bias. Another risk relates also to overlooking the ambiguity of the method. 
Validity refers to qualitative exactness, i.e. deeper exactness than quantitative measures 
can provide. However, the presented data and study outcomes are likely inclined by the 
researcher’s own values and perceptions, which raise potential for overlooking and/or 
neglecting controversies. Thus, finding any contrasts, paradoxes and irregularities are 
regarded a strength and basis for generalising and theorising from a data set (Coffey & 
Atkinson, 1996). However, the content of the responses were closely monitored by the 
respondents upon both request and respondent initiative. This consistent pattern in the 
data collection supports the construct validity (Ellram, 1996). 

As also discussed in the first chapter of the thesis, the particular “mindset” to approach 
service tiering is characterised by a somewhat critical view. The researcher regards this 
view as an implicit or hidden value which should be made explicit, as proposed by e.g. 
Arbnor and Bjerke (1997). In conclusion, the richness of the qualitative data may not be 
fully found due to researcher own values, pattern-matching against quantitative results 
and selective use of responses. 

4.3. Summary of the empirical findings 

The summary of the empirical findings are structured around the distinct components 
of the research questions, and presented in the order they were analysed. Thus, the first 
research question related to propositions evaluation is described in combination with 
the descriptive findings in the latter part of the summary. Hence, the summary starts by 
synthesising the findings for answering research question two (2).  

First, confidentiality issues affected data collection to a large extent. It is concluded that 
information related to logistics activities is of strategic importance, which makes data 
collection challenging due to sensitivity of the information provided. 



114

Reported logistics goals

The main goals reported by the survey respondents were issues related to working 
capital requirements, and the overall efficiency and effectiveness considerations and 
choices, e.g. elimination of non-value adding work, efforts to improve cost structure, 
and trade-offs with customer service requirements. The descriptive survey findings on 
the capital requirements of assets tied up in the logistics activities are consistent with 
the reported quotations on the return on investment and cost of capital through direct 
reference in the case study responses on to perceived risk.  

The customer service related topics were service response and product availability in 
down-stream supply chains, conceptually referred to as “service response logistics” in 
the literature, and fulfilment of logistics service requirements with emphasis on cost 
considerations as critical components. Customer service responsiveness is attributable 
to lead times, service delivery and service capacity, and timely and reliable distribution 
channel delivery. 

In addition, the descriptive survey responses stressed consistency and/or improvement 
related to supply chain visibility, in terms of focus on process efficiency enabled by the 
means of communication throughout the supply chain from the point of origination (of 
materials and goods) to the end customers. These processes towards transparency and 
visibility require sufficient planning and forecasting. 

The initial interesting empirical finding was that there were no references to up-stream 
contracting of logistics activities, i.e. service tiering, nor any relationship management 
indication concerning up-stream logistics relationships and issues, from the first-tier 
buyer perspective. Based on this, it may be concluded that the respondents seem to be 
more concerned with their internal strategic focus and the down-stream logistics flows. 

Reported issues and challenges

The reported issues related moderate and high exposure to service tiering presented in 
tables 9 and 11 are associated with financial tasks, such as planning and forecasting,
customer service level (end customer point of sales), information exchange, capacity,
cost and efficiency, seasonality, standardisation and strategic issues. Hence, the items 
are to some extent consistent with the reported logistics goals.  

Other issues and challenges are growing scale of global distribution, and the impact of 
more remote destinations. Challenges from growing scale translate into lack of capacity 
to manage certain volumes, and required technologies. Technological matters seem to 
be related to and utilised for logistics activity involving specialised sub-suppliers are 
involved. In addition, concern related to changing market conditions was found. The 
matters of concern are attributable to price movements, incomplete forecasting, and 
legislation and environmental awareness. 

Reported perceived control

Note that 29.0% of the survey respondents stated “no” or “not normally” for control
over sub-suppliers. Respondents also reported that their company has control in “some 
areas” and when logistics service sub-suppliers are located in less remote destinations. 
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Hence, the growing scale of global operations is not only an issue, but also an area of 
indicated insufficient control mechanisms. However, perceptions of control range from 
overall control and uncertainty to total absence of control.  

Overall control relates to attributes such as costs, volumes and frequency by e.g. certain 
open-book policies. In contrast, interesting empirical findings suggest that insufficient 
follow-up procedures and absence of control over tiered logistics services are found in 
primary (first-tier) 3PL service providers. It may be anticipated that the logistics service 
buyers have insufficient insight into logistics activities beyond the primary providers. 
Hence, proper methods to manage logistics activities in service tiering is an issue. In 
addition, based on the study findings, first-tier buyers do not have financial visibility
related to tiered logistics services. 

Perceived risk

The reported issues related to moderate and high exposure to service tiering presented 
in tables 10/11 are attributable to unpredicted fluctuation in cost, supply and demand, 
service level, (again) global logistics, safety, technology and infrastructure matters, 
material, product and financial flows, costs, providers’ commitment to quality, control,
transparency and monitoring. In addition, the empirical findings indicate that there 
are associations among dependence, financial aspects, disputes and visibility.

The content analysis of the logistics issues and challenges and perceived risk relate to 
failure in terms of service level, delivery, customer requirements, and operations in 
general. The consequences stated may be e.g. delays in delivery and reputation matters 
of ending up in the media. The perception of risk was also expressed in financial terms 
on the moderate level of exposure to service tiering. Other linkages found between the 
two descriptive survey items are monitoring, control, insufficient resources to improve 
customer service, and the limited visibility related to service tiering.  

Moreover, lack of knowledge and understanding of logistics service buyers’ business 
was indicated in combination with certain financial consequences or implications. The 
market dynamics are regarded as risk in general terms, where fluctuations in prices and 
cost and the growing scale of global distribution were reported as areas of concern. In 
addition, skills/capabilities, service quality, costs and control are found to be connected 
to service tiering with reference made to responses such as the following: 

“Most of the failures have occurred because the 3PL providers are "selling" something that they 
don't really have. “ 

The table 12 summarises the main area found in the reported responses. The logistics 
goals column does not reflect responses related to service tiering. 
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Table 12 Summary of descriptive survey findings 

Issue
Logistics

goals
Issues and 
challenges

Perceived 
control

Perceived
risks

Working 
capital

a) Inv entory  
balances/management

b) Return on 
inv estment/cost of 

capital

a) Seasonality  of 
the business(es)

Efficiency/
Effectiveness

a) Non-v alue added 
reduction

b) Cost v s. serv ice
trade-off

a) Cost structure 
and efficiency

b) Standardisation

a) Cost considerations
b) Skills and 
capabilities

Customer 
service

a) Serv ice responses/
responsiv eness

b) Product av ailability  
(deliv ery , reliability , 

capacity , time)

a) Customer 
serv ice lev el

b) Point of sales 
focus, capacity

a) Failure in customer 
serv ice deliv ery , 

quality  and control

Visibility

a) Communication and 
transparency

b) Planning and
forecasting

a) Planning and 
forecasting

a) Lack of control
b) Insufficent 

financial v isibility

a) Transparency  and 
monitoring

b) Financials and 
v isibility

Other
a) Global cov erage
b) Technology  and 
market dy namics

a) Market dy namics
b) Technology , 

infrastructure, safety  
and global cov erage

  Service tiering exposure reflected (moderate/high)

Propositions evaluation – summary

DEPEN/EQUDIS: Based on the survey findings, significant associations were found 
between the constructs dependence and equity distribution. However, the proposition 
of a negative relationship was rejected, while a positive significant association was at 
hand based on the survey. Dependence denotes difficulty in replacing 3PL service 
providers, use of sub-suppliers, and the combined impact on achieving 3PL buyers’ 
organisational objectives. Equitable distribution of value translates into contributions 
made towards and between supply chain members, and the perceived impact on the 
financial performance of each of the supply chain parties. 

More precisely, buyer contribution in relationships relates to emphasised honesty that 
indicates certain levels of trustworthiness and honesty in managerial terms. It implies 
that buyers try to build relationships on honesty and trust instead of control measures.  

Based on the case studies, misalignment includes operational and financial dimensions 
from which inequity can arise. Managerial reluctance to increase interaction was found, 
and this negatively associated buyer contribution can result in the loss of strategic 
control. Mutual contribution is attributable to problem solving of capacity and capacity 
constraints. Buyers perceive equity when they can effectively leverage resources against 
providers, competitors and customers to create stakeholders’ value that translates into 
organisational objectives. The mentioned lack of mutual tendency to develop current 
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logistic services counteracts these advantages. In addition, buyers reported that sub-
suppliers do not know buyer specific service requirements expected by the first-tier 
buyers. This was reflected by buyers’ will to impose terms that capture performance in 
the tiers beyond primary 3PL providers. 

CONOR/EQUDIS: Significant associations were found between cooperative norms and 
equal distribution between supply chains in 3PL arrangements, driven by joint problem 
solving and willingness to make cooperative changes. The determinants impact on the 
mutual contributions and financial performance of transaction-related parties and also 
shared concern for each party’s profitability.  

The case studies yielded responses to the following issues. Certain cooperative norms 
are attributable to joint actions, or duality. The total opposite, which is absence of such 
joint action to improve processes and cooperation, were also found. Moreover, the scale 
and scope, such as pooled resources and expertise for superior provider services at low 
costs, are perceived to result in adaptation difficulty to changes in buyer requirements. 
In addition, buyers reported that sub-suppliers do not have knowledge about first-tier 
buyer specific service requirements. It was reflected in buyers’ will to impose terms that 
capture performance in tiers beyond primary 3PL providers. 

Similar to reported findings on “DEPEN/EQUDIS”, buyers perceive that the underlying 
terms of undertaken logistics services are not sufficiently distributed to parties in tiered 
services. Hence, consistent with the literature, one issue related to service tiering is the 
lack of any multilateral agreements. Even though joint problem solving results in buyer 
perceived equity, monetary aspects among supply chain parties in tiered services 
indicated that the internal strategic orientation focus on own profit making dominates 
over the external orientation. Thus, the one-dimensional profitability focus is adopted 
at the expense of supply chain optimisation. In the 3PL context, this is to say that the 
parties involved do not accept shortfalls in short-term profitability, which is achieved at 
the expense of supply chain wide benefits. In addition, empirical findings suggest that 
power-dependencies exist among dyads in 3PL, based on the expectations and abuse of 
power.

It should be noted that price-making behaviour between tiers provides advantages to 
first-tier service buyers, with regard to scale, that decrease costs, increase flexibility, 
ranges of service offerings, and services characterised by different alternatives and 
solutions. 

EQUDIS/INFEX: There are significant associations between equal distribution of value 
and information exchange between supply chain parties based on the perceived equal 
sharing of proprietary information, supply and demand forecasts, and the expectations 
of information to parties on changes and events, and information sharing on partners 
and cost items. These factors result in mutual contributions and financial performance 
impact, but surprisingly no shared concern for each of the channel actors’ profitability. 
Relevant information is understood to contain the important data at each stage of the 
logistics activity process to enable corrective actions under changing market conditions, 
and proper initiatives for coordination and integration. Moreover, 3PL buyers perceive 
that they need to be informed by all parties involved in logistics services of any changes 
or events that significantly affect their businesses. 
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INFEX/ASPEC: There are significant associations between information exchange and 
the transaction dimension of asset specificity, i.e., a magnitude of assets/investments 
related to relationships for commercial/profit making purposes, were found. The main 
items relate to exchange of proprietary information and supply and demand forecasts. 
The asset components are attributable to investments related to technical skills, trained 
personnel and devoted time and resources to efficiency and coordination. The findings 
support the asset specificity dimension only. Based on the case studies, continuous 
assessment of logistics providers, including benchmarks, can assist in ensuring proper 
returns on investment in terms of investments made in the service arrangements. 
Information exchange is required for sufficient decision-making and improved visibility 
in supply chains. 

The survey did not support the proposed associations between information exchange 
and the used transaction cost dimensions of behavioural opportunism, environmental 
uncertainty and transaction frequency.  

BEHOP/ENVUN/RISPER: There are significant associations among the combinations 
of behavioural opportunism and environmental uncertainty and buyers’ perceived risk 
in service tiering. The findings are mainly driven by relationship instability, continuous 
adaptation and responsiveness to changes in the businesses. Other determinants with 
certain impact are technical advancements imposed by change in the markets and the 
overall risk of failure in the logistics market. The survey findings did not significantly 
support the proposed associations between transaction cost dimensions and perception 
of risk, individually. However, both BEHOP and ENVUN indicated on fairly significant 
support separately, R2-values (0.267; 0.382) and p-values (0.008; 0.006), respectively 
(Appendix 7). In case theory would give support to the variables from e.g. a different 
service tiering contexts, these would have been accepted. 

Based on the case study findings, opportunistic behaviour, as an outcome from price-
making behaviour, was found. In the service tiering context, costs arise by inconsistent 
buyer behaviour in the market and inefficient and ineffective performance patterns. 
These elements are reflected in the responsiveness to certain fluctuations in volumes 
and market dynamics, uncertainty related to performance, price and quality. However, 
uncertainty is overcome by establishing close and long-term strategic relationships with 
frequent information exchange on market development. 

Other issues of uncertainty and perceived risk relate to switching options in the supply 
chain, which impose unexpected costs, information for visibility to operations in tiers 
to increase competition, bargaining position, and a more advantageous cost structure. 
In addition, buyers perceive that first-tier providers’ losses of control of sub-suppliers, 
combined with a piecemeal tendency of separation of responsibilities among actors, are 
adding to the perceived risk in service tiering. 

Vague support from transaction cost attributes

Even through transaction cost theory has been widely applied with success, the theory 
lacks certain theoretical and empirical precision as discussed in section 2.6.4. Another 
One explanation for the vague support in the empirical assessment for the propositions 
associated with transaction cost attributes is that measures and methods to evaluate 
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potential effects of these attributes still require a considerable amount of work (Macher 
& Richman, 2008). In addition, the most commonly used attribute is asset specificity 
(David & Han, 2004), which may indicate that measures for the other attributes lack in 
preciseness. Secondly, Macher and Richman (2008) also note that few studies have so 
far measured e.g. opportunism directly, which represents a complex concept not fully 
explored. In other words, the complexity of the concept may not have been consistently 
reflected by and captured in the operational measures used. The result could thereby be 
that the respondents are left with too many or few reference points. The same argument 
is assumed to hold also for environmental uncertainty. 

As discussed, the transaction frequency attribute has received only a limited amount of 
attention in past research (Geyskens et al., 2006), which refers to it somewhat broadly, 
as the magnitude of recurring transactions, and thus pulls those recurring transactions 
towards more hierarchical forms of organising (David & Han, 2004). Due to the limited 
use of the transaction frequency attribute in previous empirical research, the measures 
used were analogically derived from volume unpredictability of transactions involving 
end products and end points of sales. Transaction or purchasing amount has previously 
been applied as a control measure of transaction costs in market exchange relationships 
(Andersen & Buvik, 2001). Thus, despite only few a references to measuring transaction 
frequency, the measures may serve as an initial step towards developing and refining it 
and its measures. 

Moderating conditions and effects of surrounding constructs and their associations are 
issues that may have influenced the study outcomes. In particular, very few studies 
have explored interaction effects among transaction cost attributes and between other 
surrounding relevant constructs. These aspects, in combination with certain limitations 
in sample size or quality may have contributed to the lack of support in the empirical 
assessment (Macher & Richman, 2008). Following from this, the results call for further 
assessment of the conceptual framework in order to test the entire model (e.g. Partial 
Least Squares (PLS) Modelling). 

Other moderating conditions and effects are constructs or concepts not included in the 
study, but would positively influence or counteract the proposed construct associations. 
The broadly insignificant association between information exchange and transaction 
may be moderated by a “hidden” factor, e.g. trust, which is assumed to increase from 
vast information exchange but in turn lowers associated transaction costs (Ghoshal & 
Moran, 1996). 

Despite the vague support provided by the transaction cost attributes measured, it must 
be noted that the author by no means questions the appropriateness of transaction cost 
theory in a service tiering nor outsourcing contexts in general, but acknowledges many 
advantages to theoretical and explorative research as outlined in this thesis. 

4.4. Discussion

Whereas the transaction based model is characterised by preserving and replenishment 
of costs (or margins), the value for the customer model targets all possible up-/down-
stream tiers to lower costs, and seeks supply chain wide benefits. The author does not 
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claim to have fully explored the possible perceptions of relationship structures by, e.g., 
the dual approach allowing for measures of relational dyadic symmetry (Klein et al., 
2007). This thesis contributes to the understanding of a service tiering phenomenon, 
which is conducted in the 3PL domain of logistics research. The limitations of the thesis 
are discussed by reflections on the aim and theoretical framework, critical remarks and 
potential avenues for research.   

4.4.1. Synthesising the main study findings 

The concluding discussion and the synthesis of the main study findings are structured 
around the initially derived working assumptions presented by the italicised statements 
in the problem description of the study. Bulleted quotations link back to the problem 
description and serve as platforms for the discussion on corresponding study findings. 
The synthesis of the main study findings and the proposed effects are summarised by 
the construct in Figure 19. 

• “...it is concluded that service tiering beyond primary service providers may 
have an effect on cross-dyadic power dependencies.” Ref. page 11 

Although balance of power dependence is unrealistic in a dyadic relationship, and even 
more so in triadic relationships (Holma, 2009), this study explores power-dependency 
explicitly as being derived from value appropriation between the dyads in a linear serial 
dyadic model. Theory suggests that power asymmetries arise from several serial dyadic 
power relationships (Kumar et al., 1998), or distinct power regimes with possible sub-
regimes in up- stream and down-stream exchanges in supply chains (Cox et al., 2001), 
where value is distributed and appropriated among supply chain actors (Scheer et al., 
2003). Thus, dependence lies at the core of the power and buyer perceptions of equity. 

This study proposes that increasing dependence on tiered service providers would be 
negatively associated with 3PL buyer perceptions of equity distribution. However, the 
proposition is rejected to the benefit of positive associations between the constructs of 
dependence and equity distribution. This finding may be explained by mutual value-
creation (i.e., improved margin) that increases dependence increases equity in response 
to initiatives undertaken by other supply chain actors (Hammervoll, 2009), or revenue 
opportunity through the restructuring of logistics service providers to support customer 
needs (Tsai et al., 2008), i.e. value-matching initiatives (Davis-Sramek, 2007). The 
empirical case studies indicate that the loss of control over interconnected logistics 
activities, intermediary role of logistics service providers creating tensions and provider 
switching have negative effects on buyers’ perceptions of equity (Razzaque & Sheng, 
1998; Boyson et al., 1999; Williamson, 1991; Wu, 2009).  

It is concluded that service tiering has both positive and negative effects on 
cross-dyadic power-dependencies in the 3PL context.

• “...service tiering may have an effect on first-tier service buyer’s exposure to 
sub-optimisation by supply chain actors and price-making behaviour, on the 
premises of strong (intermediary) market positions between linear serial 
dyads.” Ref. page 12 
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• “...cooperative norms have an effect on uncertainty and understanding of 
partner intentions in the service tiering context as well.” Ref. page 12 

The literature suggests that the cooperative norms construct denotes the expectations 
of exchanging actors to achieve mutual and individual goals jointly. Cooperative norms 
do not give the highest priority to other actors’ needs, but to duality to sustain success. 
It is further assumed that as 3PL service relationships are characterised by cooperation 
(Skjoett-Larsen, 2000), strategic flexibility improves the responsiveness to changing 
conditions in the market. However, the impact of cooperative norms should be applied 
on a case-by-case to particular issues, e.g. for problem solving (van Laarhoven et al., 
2000).

The empirical study findings indicate that the internal strategic orientation focus is a 
dominating paradigm over external orientation (Bolumole, 2001), imposing the more 
subjective profitability at the expense of supply chain wide benefits. Thus, a transaction 
based logic based upon power positions is consistent with the literature (Arlbjørn et al., 
2008) emphasising that organisations influence and configure the supply chain to best 
possible improve their positions in the transactions. This finding is strongly supported 
by the price-making behaviour of the dominating intermediary roles that characterise 
3PL service providers in the service tiering context. 

Based on the empirical findings, joint problem solving indicates mutual concern among 
actors in tiered logistics services, i.e., the existence of duality is confirmed (Reeve, 
1990; Cox, 1997). However, this duality does not necessarily follow the linear serial 
dyadic logic applied in this thesis. Hence, the case studies reveal that sub-suppliers are 
often the link to first-tier logistics service providers with whom operational problems 
are solved. However, there are difficulties in adaptation to changes, with 3PL service 
providers attributable to large scale and scope of services (Abrahamsson & Wandel, 
1998). The indicated lack of multilateral agreements (Williamson, 1991) between actors 
involved in tiered services make first-tier buyers want to impose transparency of terms 
to capture performance in several tiers beyond primary 3PL providers, and to safeguard 
performance from contractual ex post opportunism (Jap & Anderson, 2003). 

It is concluded that service tiering has negative effects of sub-optimisation, 
which can be counteracted by cooperative norms in the 3PL context.

• “...service tiering beyond primary service providers may have an effect on 
visibility between linear serial dyads due to information deficiencies and 
constraints.” Ref. page 13 

Previous research holds that the concept of visibility in supply chains broadly add to 
miscommunication and confusion (Francis, 2008). This may be due to the spectrum of 
information quality, determined by the transparency or obscurity of information that 
may be crucial for avoiding corporate vulnerability (Svensson, 2004). Moreover, more 
powerful actors are reluctant to share information with other organisations in a supply 
chain (Williams & Moore, 2007). Hence, limited visibility relates to buyers’ competitive 
positioning in a market (Menon et al., 1998), and is a critical component of integration 
in situations of selective information exchange (Bagchi et al., 2005). 
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Based on the empirical data, visibility is valuable for forecasting and planning in both 
up-stream and down-stream exchanges in supply chains. The findings indicate further 
that visibility in tiered services improves responsiveness to instability in the market and 
changing market conditions. Moreover, process efficiency is enabled by communication 
throughout the entire supply chain, and the overall advantages from more visibility are 
competitive and bargaining positions, cost structure benchmarks, financial stability, 
and monitoring and control measures. Referring back to cooperative norms, visibility is 
also required for tiered service providers to understand first-tier buyer perceptions and 
expectations of service performance, apart from the main contractual terms. However, 
the findings imply that insufficient amounts of visibility are true for current tiered 
services. 

It is concluded that service tiering requires sufficient visibility across tiers, 
in the 3PL context.

• “...service tiering is regarded as a movement towards more market-governed 
modes of transactions and may require efforts to obtain information to reduce 
and limit visibility deficiencies between dyads, resulting in an effect on 
transaction costs.” Ref. page 13 

Previous studies have investigated and measured how changes in external conditions, 
over time, affect transaction costs and governance forms (David & Han, 2004:55). The 
emphasis is thus on the perceived fluctuations and duration of exchange relationships. 
The transaction cost logic that is relevant in this thesis is the distinct market position 
and the cost of information access and requirements, including the related choices of 
organising the transactions in the market (Douma & Schreuder, 1998; Williamson, 
1998). Williamson (2008) raised recently questions on the views of governance in the 
supply chain context. 

Based on the empirical findings, the transaction costs approach is applicable in cases 
with a lack of any multilateral agreements between exchange parties. Hence, the main 
transaction costs argument in a service tiering context is the movement towards more 
market governed modes of transactions by utilising logistics service providers in several 
tiers. The tiered service seems to require continuous assessment and benchmark of 
operations to ensure returns on investment (Bagchi et al., 2005).  

Further, transacting actors can behave opportunistically, which causes first-tier buyers 
to incur the recurring monitoring and enforcement costs (Klein et al., 1990) as findings 
indicate that opportunistic behaviour is an outcome, and not just an assumption of 
human behaviour (Ghoshal & Moran, 1996) in the service tiering context. Inconsistent 
buyer behaviour may result in the use of own guile to create costs due to the inefficient 
and ineffective performance patterns (Rindfleisch & Heide, 1997; Williamson, 1985). 
Environmental uncertainty is attributable to instability and continuous adaptation to 
the business environment. 

Partly supported, it can be concluded that service tiering has an increasing 
effect on transaction costs in the 3PL context. 
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• “...service tiering in 3PL may have an effect on perceptions of risk related to 
sub-supplier involvement, from the first-tier buyer perspective.” Ref. page 13 

Apart from increased dependence being associated with risk perception (Bolumole, 
(2001), perceptions of risk raise questions related to both management and control of 
logistics services performed in tiers beyond immediate contractual actors. Relational 
control attributes (Kemppainen & Vepsäläinen, 2003; Bagchi et al., 2005) are found to 
have a strong impact on both supply chain risk and uncertainty (Rao & Goldsby, 2009). 
Furthermore, attributes of perceived risk are certain limited visibility (Francis, 2008), 
organisational risk (Rao & Goldsby, 2009) and the loss of strategic control (LaLonde & 
Cooper, 1989). Hence, while risk preferences are claimed to be unnoticed in studies 
applying transaction cost theory (Chiles & McMackin, 1996), risk perception has been 
applied as a construct with associations to transaction costs.  

The empirical findings suggest that first-tier buyers are concerned about instability and 
continuous adaptation to the business environment, with limited visibility into supply 
chains, i.e., business risk (Francis, 2008), indirect influence from various unknown 
sub-suppliers, i.e., organisational risk (Rao & Goldsby, 2009) and choices of expected 
returns on alternatives (March & Shapira,  1987). The choice related to alternative cost 
refers to perceived risk of failures (e.g. service level, delivery, customer requirements, 
delays, reputation, financial aspects, insufficient resources and capacity, and fulfilment 
of commitments). Other revealed issues are the financial consequences, monitoring, 
control and unexpected costs. Respondents having high exposure to service tiering also 
mentioned material, product and buy-side financial flow concerns. In addition, higher 
interdependence among supply chain actors can cause difficulties in managing disputes 
or controversy regarding financial issues, which is indicated by moderate exposure to 
service tiering. 

It is concluded that service tiering has a significant effect on perceived risk 
in the 3PL context. 

To sum up, based on the synthesised findings, the study supports the previous research 
(e.g. Fawcett & Magnan, 2002; Min et al., 2005) by emphasising that only a few first-
tier buyers of 3PL services seem to be aware of the actors involved in the up-stream 
supply chain. Hence, the common understanding among the first-tier logistics service 
buyers may be that the responsibility is passes on to the first-tier providers of services. 
The contingency is that the first-tier buyer should proactively assess the influence from 
actors beyond first-tier service providers, and not make the simple assumption that 
first-tier providers proactively manage own services suppliers. Fawcett and Magnan 
(2002:355) concluded the following, which is indicated by the empirical study findings 
and seems to be true in the service tiering context of the 3PL domain: 

“...these companies have yet to exploit their mapping efforts to comprehend and communicate 
the dynamics of the supply chain. Analysis of channel costs, value propositions, critical success 
factors, profitability, and channel power is still in its infancy.” 
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Figure 19 Synthesis of the study finding and effects of service tiering 
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5 CONCLUSIONS

The main aim of this thesis is to develop and evaluate a framework of service buyers’ 
perceptions of service tiering in the 3PL context. A particular focus is supposed to be 
directed to the exchange attributes dependence, cooperative norms, equity distribution 
and information exchange, transaction costs, and perceived risk. The findings indicate 
that 3PL relationships, in the service tiering context, are open to multiple meanings and 
interpretations depending on the unit of analysis. Hence, the variety of asymmetrical 
perceptions of the effects of service tiering is likely to depend on the industry of the 
buyer and the scope of logistics activities purchased from logistics services providers. 
The findings thus support the transaction based and the value for customer models of 
logistics (Arlbjørn et al., 2008). 

This chapter elaborates further on the main findings of the thesis by discussing broader 
relevance of the issues of service tiering, reflections on the overall aim and theoretical 
framework. The discussion turns then to critical remarks and managerial implications. 
The chapter ends the thesis with several suggestions on avenues for further research. 

5.1. Analytical generalisation 

In the 3PL context, many issues raised and found in this thesis indicate that only a few 
first-tier buyers seem to be aware of the effects from actors involved in supply chains. 
Both the piecemeal tendency in the execution of logistics activities beyond primary 3PL 
service providers and matters of responsibility related to monitoring, are critical. Thus, 
the findings imply that there are concerns related to service tiering in the 3PL context 
and domain. 

Theory that has ultimately been formulated must become the vehicle for generalisation 
of other potentially similar research settings that have not been studied. This is referred 
to as analytical generalisation (Yin, 2003). Hence, an interesting question is whether 
the findings reported are applicable and/or provide guidance across geographical areas, 
traditional logistics industries (e.g. retailing and manufacturing) and other somewhat 
more speculative service sectors (e.g. retail banking and business insurance). 

Beyond the Nordic context

By linking back to the limitation of the thesis, the empirical context of service tiering in 
3PL was Finland. However, the findings should also be applicable to, for instance, other 
Nordic countries with comparability across premises for the business conduct, e.g. low 
cultural differences and similar legislation, to name a few examples. The applicability of 
the findings may relate to management of fragmented logistics service supply chains, 
materials and information management where flows appear in many multi-tier service 
organisations across geographical areas such as Asia, Europe and the United States. 
Other related questions regarding geographical distribution are proactive management 
of service scope, service quality and terms of trade. 
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Physical distribution44 across industries

The study findings may impose certain challenges that should be acknowledged among 
manufacturers and retailers using 3PL services. In the service tiering context, the first 
issue to be raised is customer service. Hence, customer service is found to be a common 
issue of concern, and thus is assumed to be a “universal” component to end-customer 
offerings. Other components of importance across different industries are information 
asymmetry, high dependence on 3PL service providers and monitoring of 3PL provider 
performance. Even though cost pressure seems to be a trend in the logistics market 
place related to renewal of service contracts, the main rationale behind any logistics 
service procurement decision concerns overall corporate strategy against supply chain 
risks, rate negotiations and (re-)alignment of the actors involved in logistics service 
supply chains. Based on the study findings, these strategic issues should be of concern 
across industries, which calls for assessment of the findings found and reported in this 
thesis. However, based on this thesis, the relative importance of the aforementioned 
issues should be on the agenda for subsequent studies in the 3PL service domain. These 
strategic components have been frequently raised in this thesis from theoretical and 
practical perspectives, and thus are concluded to be of relevance. 

However, analytical generalisation across industries would also require the researchers’ 
understanding of the structure and characteristics of the supply chain actors (or dyads). 
Moreover, thorough understanding of the two dimensions (exchange structure and 
characteristics) is likely to be achieved through more in-depth case studies executed 
across tiers in each channel. Eisenhardt (1989b) proposed a five-chain positions setting 
where the points of analysis were pre-determined to allow cross-channel analysis. This 
method has been applied for empirical assessment in a strategic supply chain context of 
cross-channel collaboration with supply chain actors in several tiers (e.g. Fawcett et al., 
2008). Therefore, assumptions regarding perceptions of service tiering (or effects), 
based on analytical generalisation, across industries should at this stage be subject for 
scrutiny. 

Other potential service sectors

Another potential service sectors to which analytical generalisation can be made is e.g. 
retail banking. The local branches sell products (e.g. funds) for which they do not have 
direct control or means to influence. Internet banking is a function which is outsourced 
to specialised sub-suppliers (e.g. Samlink and Tieto) from focal customers’ perspective. 
Furthermore, loan security relates also to sub-suppliers (e.g. Genworth Financial). The 
main point is that the services link to actors beyond first-tier service providers with 
which the first-tier service buyer does not have any direct contact, and thus is unable to 
influence. This is especially interesting due to the assumptions of limited rationality in 
consumer markets in comparison to the business-to-business context (please refer to 
section 1.2.) 

                                                       
44 The concept of “physical distribution” denotes intertwined series of functions involved in the physical flows of goods 

from e.g. manufacturers to retailers, whereas logistics and supply chains can be used to describe the entire product flow 

from raw materials to end-customer point of sale (McKinnon, 1991). 
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Business insurance is an area to which analytical generalisation may apply. Risk in the 
supply chains can be transferred to insurance companies (Norrman & Jansson, 2004). 
The insurance companies could influence e.g. the organisations’ risk management in 
supply chains by insurance premiums. Consequently, the main point is that insurance 
companies can sell contingency insurances (ibid.) to reinsurers (e.g. Munich Re Group 
and Swiss Reinsurance Company Ltd.). Hence, these reinsurers can channel costs of 
risk diversification and hedging to first-tier services buyers, who are again less likely to 
influence e.g. the terms of trade.  

The main message is that first-tier service buyers may not even be aware of the actors 
who ultimately perform and control the service purchased, i.e. outsourced. Mapping of 
tiers in supply chain and identifying critical suppliers or locations should be prioritised 
and assessed further. The essence of the discussion and contingencies is that exposure 
to risk, or buyer perceived risk, has a price, and a first-tier buyer should think through 
if the price is reasonable or not. 

In conclusion, generalisation to other service and industry sectors is possible to certain 
extent. The study findings may at least serve as an initial step towards awareness of the 
issues that may arise from service tiering and capturing interest for further assessment 
in subsequent academic and managerial work. 

5.2. Reflections on the aim of the thesis 

The scientific aim of the thesis is influenced by subjective pre-assumptions and values 
of the researcher that are expected to influence and guide choices during the research 
process. The research aim relates to the discipline in which the scientific contribution is 
made. However, the boundaries of the logistics discipline are difficult to assess due to 
the fragmented nature of the discipline (Arlbjørn & Halldórson, 2002). Following these 
authors, the hard core to which this thesis makes a contribution is a combination of the 
flow thinking and strong emphasis on inter-organisational issues. The exploratory aim 
of the thesis, based on these two dimensions of service tiering, and the interest oriented 
approach in the topic contribute by expanding the knowledge base through borrowed 
theories. The author acknowledges, however, that the theories or perspectives used are 
to a certain extent founded on different research paradigms, which researchers should 
be very cautious about (Arlbjørn & Halldórson, 2002:30). Figure 20 presents the map 
by which the research aim is discussed vis-á-vis the means and outcomes of the study. 
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Empirical
assessment

Preivous research - domain

Managerial
contribution

Research aim Academic contribution

Discipline 
level

Meta level

Figure 20 The centrality of the research aim 

Aim: “The overall aim is to develop a conceptual framework on service tiering in 3PL and 
evaluate the framework from the first-tier buyer perspective and linear serial dyadic viewpoint.” 
Ref. page 14 

Meta level

The ontology of realism does not follow a purely orthodox conception of reality, or the 
phenomenon under investigation. Hence, the aim of the study is managed with the 
combination of quantitative and qualitative techniques, to add exploratory value to the 
limited scope of quantitative measurement. As indicated, the thesis contains theories or 
perspectives from different paradigms. Thus, when applied in a service tiering context, 
information and transaction cost theory build on neo-classical a priori assumptions
that may not be suitable in neo-behavioural ex post assumptions of the transition of 
the relational dimensions to which 3PL relationships adhere. This identified weakness 
and point of criticism should be acknowledged and may only be justified by the past 
accepted applications in logistics, or alternatively, the ontological and epistemological 
debates of research conducted. The author acknowledges that the transitional aspects 
of established relationships, rational decision-making opportunities from the buyer, or 
one-dimensional perspectives, are at hand especially as sub-suppliers are utilised ad 
hoc, as in the case in service tiering. 

Discipline level

In order to improve the theory development in the field, Stock (1997) suggested 
borrowing concepts, assumptions and methods from other more established academic 
disciplines, which results in the interdisciplinary nature of logistics research (Arlbjørn 
& Halldórsson, 2002). This thesis is indeed attributable to more than one single theory 
or perspective. In order to fulfil the overall aim of the thesis, not only different theories 
or perspectives, but methodological triangulation to improve reliability and validity are 
applied. This “middle ground” is utilised to increase efforts to “...overcome potential 
bias and sterility of single method approaches” (Mangan et al., 2004:569). 

Unit of analysis – service tiering framework

Nordic 3PL research is characterised by the use of theoretical frameworks to describe, 
analyse and explain phenomena in relationships (Arlbjørn et al., 2008) to which this 
thesis aims to contribute. The thesis presents the relationship framework, refined to a 
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“linear serial dyadic” view, which is applied to service tiering in the 3PL context, as well 
as the conceptual framework in order to explore perceptions related to the view. Thus, 
the achievement of the research aim is regarded as an architectural innovation, which 
is adopted from Voss’s (2003) discussion on research questions in marketing research. 
This type of innovation involves identifying various moderating or boundary conditions 
that contribute to a new meaning of insights into the focal inter-company relationships. 
Hence, moderating conditions of the constructs used in the conceptual framework 
enable interesting research findings. In addition to construct relationships, the thesis 
also contributes to moderating and boundary conditions of transactional and relational 
exchanges in the 3PL context. 

The aim and substantive justification for the thesis are attributable to following criteria 
proposed by (Mentzer & Kahn, 1995): 1) problem formulation; 2) the relevance of the 
problem area to the logistics discipline and 3PL domain; 3) the interest in a particular 
area; and 4) the rationale and foundation of the means to study the phenomenon of 
interest.

5.3. Reflections on the theoretical framework 

From an academic perspective, the thesis explores the applicability of the propositions 
set forth by the theories, perspectives or paradigms to contribute to the understanding 
of effects imposed by tiered service, investigated from a first-tier buyer perspective in 
the 3PL context. The previous research in 3PL has been concerned with the dyadic and 
triadic exchange relationships. This thesis includes actors beyond these frameworks by 
exploring first-tier buyer perceptions by means of conceptual construct paths evaluated 
in a certain order. It could be argued that the structured conceptual framework may not 
be the optimal structure for the constructs used, which is discussed here and relates 
further to the well-founded criticism of the model’s assumptions. 

The findings of this work indicate and support the distinct construct relationships that 
are evaluated quantitatively. On the other hand, the moderating conditions and effects
would be interesting to explore. Instead of linking transaction cost attributes to the risk 
perception construct, previous research in 3PL suggest, for instance, that perceptions of 
risk are connected to increased dependence on 3PL service providers (Bolumole, 2001), 
which would be interesting in an explorative sense. Moreover, associations between the 
equity distribution and transaction costs could also be significant due to the claim that 
organisations create and develop social control that shapes the values and expectations 
and goals of all transacting parties, and alters the perceptions of the balance between 
incentives and contributions (Ghoshal & Moran, 1996). 

Another example related to moderating conditions and effects are constructs and/or 
concepts not included in the study, which implicitly may influence and counteract the 
proposed positive associations. Thus, the insignificant association between information 
exchange and transaction costs may be explained by e.g. trust that affects transaction 
costs through increased information exchange (Ghoshal & Moran, 1996). The implicit 
(or mediated) influence of trust on transaction costs assumes decreased needs for the 
verification of opportunistic behaviour and lower transaction costs. Hence, due to a 
missing attribute of relational structures, there is no consistent significant relationship 
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found (i.e. negative correlation) between the information exchange and opportunistic 
behaviour constructs.  

Moreover, in addition to the relationship marketing element of, for instance, trust, the 
outcome of e.g. improved performance (Knemeyer & Murphy, 2005a) may also impact 
perceptions of risk. In other words, as the operating procedures are established and 
channel members become aware of these obligations and positions, expected behaviour 
may foster performance of the activities undertaken and lower opportunism (Heide & 
John, 1990), and variations in performance outcomes affect the perceived risks related 
to supply chains (Rao & Goldsby, 2009). This missing influencing attribute of exchange 
outcomes affects the association between the transaction cost attribute of opportunistic 
behaviour and risk perception. However, as discussed, some support is provided for the 
proposed association. 

The point made is that the conceptual framework proposed and applied in this thesis 
may be differently arranged or have additional constructs to provide new meaning and 
further insights into tiered service structures. The point is valid due to the lack of any 
similar studies related to service tiering in the 3PL context, and thus, no benchmark 
studies to support or reflect upon. 

Further, the conceptual framework serves the previously mentioned strategic internal 
perspective as opposed to the external perspective that recognises significant alignment 
of all supply chain parties, and uses supply chain power to encourage commitment and 
information exchange across all supply chain parties (Bolumole, 2001). Thus, construct 
conceptualisation can alternatively reflect this external perspective, and instead of only 
assuming that the change in value of one relationship offsets another, adopt the holistic 
view.

Theories/Perspectives from different paradigms

As mentioned in chapter two, this thesis utilises theories and perspectives from both 
the neo-institutional and neo-behavioural paradigms. The neo-institutional paradigm 
theories used are transaction cost theory and information economics. By contrast, the 
neo-behavioural theories refer to (socio-) psychological theories capable of explaining 
e.g. the emergence and maintenance of business relationships. The assumptions behind 
these two paradigms are different.  

However, the author argues that they serve a complementary ambition used in this 
thesis that acknowledges dynamic characters of exchange relationships and perceptions 
of exchange parties (first-tier logistics services buyers in this case). Transaction cost 
theory can be applied to different exchange types of exchange and coordination forms. 
In addition, it is useful for studies where the buyer and provider perspectives are taken 
into account as transaction costs can be incurred for the exchange parties. Nonetheless, 
neo-institutional paradigm theories fail to capture phases and development processes, 
but neo-behavioural paradigm theories do. Thus, socio-psychological theories, such as 
the network theory and the relationships marketing perspective, capture interactions 
between two or several organisations. 
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5.4. Critical remarks 

The critical remarks of the thesis relate to researcher subjectivity and the more interest-
oriented issues in particular, data collection, generalisability of the study findings and 
managerial implications. 

The research process results in a shift from positive attitudes to outsourcing towards 
more questioning ones on the (net) benefits from logistics outsourcing in general, i.e. 
coming back to the problem description – who benefits and who pays (New & Payne, 
1995). The researcher bias can be a weakness in this study. The subjectivity could affect 
the critical and objective approach when preparing, collecting, and analysing empirical 
data. Furthermore, issues of subjectivity might also affect the respondent contacted and 
interviewed. However, it is likely that the ontological and epistemological assumptions 
of the researcher influence the choices and selection of theoretical lenses through which 
a phenomenon, e.g. service tiering, is prepared for assessment. 

Following from the above, the selective interpretation/application of classical theories 
with disproportionate focus on certain relationships, caused by scientific application of 
the same, might also create an unbalanced picture of the original works (David & Han, 
2004).  This may be the case in e.g. transaction cost theory used. Another issue of the 
theories, perspectives and paradigms used is that researchers may seek confirmatory 
information for what they regard as reasonable and relevant in their particular context, 
and neglect the search for disconfirmatory evidence (March, 1994). The author finds 
this to be a valid point in this thesis. 

The sample size and data used in the empirical assessment of this thesis, deserves some 
criticism. Finding respondents for the survey was challenging due to confidentiality and 
sensitivity of information provided. Methodological triangulation was utilised in order 
to overcome the problems of potential bias due to a small sample size. Therefore, the 
evaluated parameters with the respondents (samples), or industries (population), serve 
as indications. Researchers need to be aware of the challenges in data collection as 
organisations are often reluctant and sensitive to revealing key data to parties outside 
of their organisational boundaries (New & Payne, 1995). Thus, this may be an issue for 
the reliability of empirical data in this study.  

Concerning the number of case studies, theory building on comprehensive constructs 
requires less than eight before saturation point is reached (Davis-Sramek et al., 2007). 
The number of cases is not as important in relation to the generalisability in theory 
building as it is to theory-testing studies (Flint & Mentzer, 1997). 

In addition, criticism may also be levelled against the methods used to prepare survey 
related items and the time requirements of data preparation and analysis. As indicated 
by the pre-test responses, there remained various concepts and words, with which the 
respondents were unfamiliar with. Not scaling response alternatives to perceptions and 
interpretation of the exposure to service tiering is a drawback. The interpretation of 
certain levels, i.e. “high”, “moderate” and “low”, are subject to researcher bias related to 
interpretations. In addition, the qualitative data obtained in the case studies could have 
been analysed with techniques and software such as Nvivo 8 to analyse qualitative 
research. The software is useful in managing and searching for meanings in text output 
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and discovering themes and patterns to make findings and draw conclusions. However, 
the number of cases is limited and the analysis is regarded as sufficient. 

As a final point of criticism, relationships between constructs built on perceptions (e.g. 
equity distribution and risk perception), which are prevalent in social sciences, have the 
tendency to be less generalisable in different contexts and through time. The predictive 
processes tend to be less exact and, hence, more probabilistic (Dunn et al., 1994). When 
theory is presented in testable form and is thereafter eventually tested, knowledge 
becomes more objective and less dependable on perceptions (ibid.), as emphasised by 
the quotation. 

“The intention of science is to try to find some underlying order in all the particular events that 
occur in nature... [and] Many generalisations in all areas of science, and particularly in 
behavioural sciences, must be stated in statistical terms, with respect to the probability of an 
event occurring, rather than specified with more exactness.” (Nunnally, 1978:8)    

The managerial remarks relate to some recent findings related to buyer concerns in 3PL 
services. The largest issue related to 3PL services is the importance of alternative 3PL 
service providers offering lower rates for the services provided (The European Market, 
2009). The problems related to too high dependence on the 3PL providers, asymmetric 
information, and loss of control over 3PL services were not held as important by many 
3PL buyers (ibid.). Hence, from the managerial perspective, the problematisation of 
service tiering in the 3PLcontext may not be perceived as crucial from the 3PL buyer 
perspective. This point may relate to managerial contribution, but is considered to be 
relevant as a point of criticism because of its indications of importance to the logistics 
discipline and the 3PL domain in particular. 

5.5. Managerial implications 

Consequently, research questions have generated a contribution to relationships among 
existing and new constructs in this context, i.e. service tiering in 3PL. It may change 
our understanding of the phenomenon or at least serve as a word of caution, with 
managerial implications. 

Awareness and positioning: There is a real concern that there is influence from the 
sub-supplier involvement that first-tier buyers of logistics service are not even aware of, 
and thus may not have sufficient management practices established. On top of that a 
“piecemeal” tendency translates into the problem of separation of responsibilities in 
tiered provider structures. Therefore, the first implication of this study’s findings is that 
first-tier buyers should improve the awareness of the wider range of supply-side actors 
connected to the logistics services contracted out. Secondly, almost half of all the 
respondents reported that over 80.0% of the total logistics costs were outsourced. This 
has implications for the need of coordinated efforts and responsiveness of a high 
number of logistics decisions requiring information exchange. Position in a service 
tiering context is not attributable to the “physical position” in up-stream and down-
stream supply chains, but positioning that enables the capture of more timely accurate 
information, to maintain control over the logistics activities governed by the market. 
Consequently, visibility in tiered services relates to the financial net gains and losses, 
which has implications for securing the required return investment. 
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Scope of control and performance: Organisation level preferences and collective ability 
to understand the conditions in the market may be significantly distinguished from the 
individual attitudes, risk preferences and abilities to make sound (rational) judgements 
based on information, or the absence of such. Managerial implications are attributable 
to the constraints to optimisation of logistics processes, and to securing the required 
level of performance. Hence, even though information is available, with associated or 
assumed visibility, issues related to tiers beyond primary logistics service providers can 
impose conditions beyond first-tier buyer control measures. Joint fulfilment of supply 
chain actors’ needs represents the potential for firm level and supply chain wide gains. 
That is to say that external orientation is sufficient to gain control in tiered services. 
Conversely, since the main advantage of using a 3PL is to have an integrated system 
that provides total control and visibility over the processese, the benefits are lost with 
strategic internal focus giving 3PLs only partial control. The key question remains: who 
pays and who benefits if the logistics services providers hand over the controls of the 
entire supply chain processes, vital for the end-customer services and profit-making 
purposes? 

First-tier buyer positioning for the future

Based on the study findings, the implications for 3PL service buyers, and in particular 
large organisations, may require much broader knowledge of supply markets and the 
alternative logistics strategies available. Recognising this, logistics functions and/or 
departments should spend less time on detailed logistics tasks and instead focus more 
on managing service agreements and their outsourcing relationships. This direction, in 
combination with purposeful and sufficient key performance indicators via information 
systems, can increase visibility across supply chains to manage all supply chain actors 
closely and effectively. The silent argument is that instead of narrow focus on internal 
tasks within the boundaries of industrial organisations, logistics processes involved in 
moving goods to final destination must have similar priority. 

The advantages proposed from a broader understanding of behaviour in the logistics 
services supply markets, including the actors involved, may create a number of down-
stream advantages (1-3) and priorities (4) as listed below: 

• Knowledge base and expertise – both manufacturers and retailers appreciate 
best practice provided by 3PL providers to consistently improve their customer 
service. Indeed, logistics service providers are sources of market intelligence as 
found in early studies (e.g. Rao & Young, 1994). The understanding of broader 
supply markets with sub-suppliers increases market intelligence opportunities; 

• Problem solving capabilities – service tiering may also mean slower response to 
certain unexpected events if sub-suppliers are unknown; 

• Service reliability – end point customers may not always accept excuses for any 
service failures for which they hold the primary supplier (in this case the first-
tier logistics services buyer) accountable; and 

• Visibility – information on materials and goods at different nodes and transit is 
never enough. Organisations seem to search more broadly for information in 
supply chains. 
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Moreover, failing to understand service tiering from the view outlined and issues found 
in this thesis or potential barriers to examining sub-supplier involvement may mean 
remarkable implications for the industry. These may involve more open-book policies, 
larger liability scope of logistics services providers or even insourcing of critical logistics 
activities from a first-tier buyer core business and customer service perspective. The 
final implication for first-tier logistics services buyers is to prepare for more proactive 
responses and to devise appropriate strategies through understanding logistics services 
providers’ behaviours and strategies in order to manage under changing circumstances 
or under the influence of non-immediate supply chain actors beyond (primary) first-
tier logistics service providers. 

5.6. Avenues for further research

Besides the theoretical and methodological contributions made, the author offers more 
specific avenues that should inform, encourage and influence future research. The 
topics relate to the different characteristics of the tiered services and the power position 
of first-tier buyers, research design and the conceptual framework proposed/applied in 
the thesis. 

Given that the foundation and relevance of the discussion are fundamentally based on a 
service tiering phenomenon, it would be an interesting theoretical/practical extension 
to investigate different dimensions of service tiering and the logistics activities that are 
incorporated – strategic, tactical, and geographical activities. Expanding the scope may 
yield results in terms of distinguishing those logistics activities that generate more or 
less exposure to e.g. vulnerability and price-making behaviour, which affect strategic 
conditions of business conduct. Thus, such research may contribute normative findings 
and managerial measures to deal with cross-dyadic issues in tiered services. It would 
also be interesting to investigate and measure, along different dimensions of logistics 
dimensions, how changes in external conditions or tiers affect, e.g. transaction costs 
associated with movement in governance forms over time. 

Another interesting avenue for research would be a much more distinct focus on certain 
industries, where the first-tier service buyers are powerful actors in the market due to 
their size or control mechanisms (see e.g. Holma, 2009). In addition to the proposed 
exploration of the distinct dimension of service tiering activities, particular industry 
focus would provide more depth into the particularities of power-dependency and the 
effect on interest compatibility, i.e. asymmetric exchange value. The outcome of such 
industry focus will also be different in terms of control of a first-tier buyer, which has 
been downplayed in this thesis. 

Testing of the model in addition to the associations tested is highly recommended for 
further research. The use of comprehensive surveys or robust conceptualisations of the 
construct applied is recommended. Other methods are panel methodologies that could 
be a valuable approach due to the presence of motivated and competent respondents. 
In addition, panel discussions, rather than single respondent case studies, are claimed 
to extend the current exploratory spirit of case study research on organisations. This is 
assumed to improve issues related to reliability of the empirical data referred to. The 
point made is that the conceptual framework proposed and applied in this thesis may 
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yield more interesting findings by measuring and arranging the constructs differently, 
which leads us to the final suggestion for further research. 

More qualitative research into the phenomenon of service tiering could be effective in a 
research setting and problem formulation that are concerned with inter-organisational 
issues. Thus, quantitative methods can lead to construct validity problems as they often 
focus on one-sided respondent data and perceptions related to the phenomenon under 
investigation. The qualitative research design facilitates data collection from multiple 
parties and enables the capture of critical contextual information about the outsourcing 
processes, i.e. impact on broader supply chain strategies. Hence, the author proposes a 
research design where data or pattern matching through the examination of two or 
more sides of exchange relationships is carried out to enable measurement of relational 
symmetries (Klein et al., 2007). More qualitative cross-channel assessment is proposed 
to capture supply chain actors on several tiers (e.g. Fawcett et al., 2008). Indeed, the 
performance of an organisation depends not only on how efficiently it cooperates with 
exchange partners, but also on how well the partners cooperate with an organisation’s 
own business. 

5.7. Author’s final note

A quotation applicable to the academic profession serves as the concluding remark. It 
may encourage researchers to develop academic disciplines in a particular field based 
on interests attributable to the author.  

“And let it be noted that there is no more delicate matter to take in hand, nor more dangerous    
to conduct, nor more doubtful in its success, than to set up as the leader in the introduction of 
changes. For he who innovates will have for his enemies all those who are well off under the 
existing order of things, and only lukewarm supporters in those who might be better off under 
the new.” (Machiavelli, [1513] 1992:13) 
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APPENDIX 1 QUESTIONNAIRE SUMMARY OF DESCRIPTIVE, 
CONSTRUCT AND INDICATOR INFORMATION 

Descriptive  
respondent 
information

1. Name: 
2. Company: 
3. Industry: 
4. Division/Unit: 
5. Position: 
6. Tenure: 
7. Contact details: 
8. Interest in post-survey participation: 

Descriptive data on 
company logistics 
and service tiering 

Question 9: Please explain the primary goals for logistics and supply chains in 
your company. 

Question 10: Please explain the key logistics issues and challenges facing your 
company. 

Question 11: Your assumption of the share of logistics activities outsourced, in 
relation to annual costs of freight and forwarding (answer provided as 
percentages). 

Question 12: How is the logistics service procurement managed in your 
company (structure and reporting chain)? 

Question 13: Does your logistics service provider employ sub-suppliers? If so, 
can you please describe to what extent? 

Question 14: Does your company have financial/operational control over 
outsourced logistics services? If so, please describe your perceptions of sub-
supplier involvement on which your company may have no direct influence. 

Question 15: How do you understand/perceive “risk” involved in the logistics 
services tiering context? 

Construct 1: Response anchor; Likert-scale with end points strongly disagree (1) 
and strongly agree (7). 

DEPEN 

Dependence

DEPEN1: Our third-party logistics service provider is crucial to our 
performance. 

DEPEN2: We need our third party to accomplish our organisational objectives. 

DEPEN3: If our contractual arrangement with our third party were 
discontinued, we would face difficulties in performing its services. 

DEPEN4: It is difficult for our firm to replace our logistics service provider. 

DEPEN5: Good alternatives to our logistics service providers are not within 
reach. 

Construct 2: Response anchor; Likert-scale with end points extremely low (1) 
and extremely high (7). 

EQUDIS 

Equitable value 
distribution 

EQUDIS1: From a first-tier logistics service buyer perspective, our own 
contribution to the buyer/provider relationship is: 

EQUDIS2: The third-party logistics service providers´ contribution to our 
buyer/provider relationship: 



158

EQUDIS3: When sub-suppliers to our logistics service providers are involved, 
our financial benefit of that contractual service arrangement is: 

EQUDIS4: When sub-suppliers to our logistics service providers are involved, 
service providers’ financial benefit of the contractual service arrangement is: 

Constructs 3-4: Response anchor; Likert-scale with end points very inaccurate 
description (1) and very accurate description (7). 

CONOR

Cooperative norms

CONOR1: In case of sub-suppliers beyond our service provider(s), potential 
problems are joint responsibilities of all supply chain actors. 

CONOR2: With the presence of sub-suppliers, every supply chain actor is 
concerned about the others’ profitability. 

CONOR3: With the presence of sub-suppliers in the service supply chain, one 
party will not take advantage of a strong bargaining position. 

CONOR4: When sub-suppliers are involved, our focal service provider(s) and 
we are willing to make cooperative changes. 

CONOR5: Supply chain members must work together to achieve success. 

INFEX 

Information
exchange

INFEX1: The logistics service provider(s) and we share equal amounts of 
proprietary information. 

INFEX2: We expect all supply chain members to inform about changes and 
events that may affect the other parties.  

INFEX3: We share relevant information about our own and the logistics 
providers’ sub-suppliers and costs. 

INFEX4: All supply chain members involved in the service arrangements are 
included in service development meetings. 

INFEX5: We always share supply and demand forecasts with supply chain 
members.

Constructs 5-7: Response anchor; Likert-scale with end points inaccurate 
description (1) and accurate description (7). 

ASPEC 

Asset specificity 

ASPEC1: Our 3PL provider has invested in technical skills for improving 
cooperation with the supply chain members involved in logistics services. 

ASPEC2: Our service requirements require more sub-suppliers to meet our 
logistics service expectations. 

ASPEC3: Our service requirements necessitate highly skilled personnel among 
the supply chain members involved in the logistics service supply chain. 

ASPEC4: Our 3PL provider devotes a lot of time and resources to coordination 
needs for efficiency and quality of the services performed by sub-suppliers. 

ENVUN 

Environmental
uncertainty 

ENVUN1: We are exposed to greater influence from changing market 
conditions, when our logistics service providers employ sub-suppliers. 

ENVUN2: Technological advancements impose changes in provider 
capabilities and the conditions for supply chain cooperation. 

ENVUN3: We are exposed to influence from changes in the service provider’s 
business when sub-suppliers are involved. 
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ENVUN4: Instability in logistics service provider and sub-supplier 
performance requires continuous adaptation (i.e. managing change in the 
business environment). 

BEHOP

Behavioural
opportunism

BEHOP1: We have reason to believe that our logistics service providers 
hesitate to keep our firm updated with important information about their 
service supply chains. 

BEHOP2: Our logistics service provider has not met the expectations or 
achieved its promises. 

Construct 8: Response anchor; Likert-scale with end points unpredictable (1) 
and predictable (7). 

TFREQ 

Transaction
frequency

TFREQ1: We believe that the volume of logistics service transactions 
corresponds to the amount of supply chain actors. 

TFREQ2: Sub-contracting to more specialized sub-suppliers requires more 
efforts to manage the amount of exchanges associated with logistics services. 

TFREQ3: The involvement of sub-suppliers increases monitoring 
requirements. 

Construct 9: Response anchor; Likert-scale with end points strongly disagree (1) 
and strongly agree (7). 

RISPER 

Risk perception

RISPER1: We are able to predict the costs associated with logistics service 
procurement, where sub-suppliers are involved. 

RISPER2: The market of logistics services does not contain failure at all. 

RISPER3: We are exposed to a large amount of uncertainty when unknown 
sub-suppliers, on which we have no direct influence, are involved. 
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APPENDIX 2 RESEARCH PARTICIPATION REQUEST SENT TO 
SELECTED ORGANISATIONS AND RESPONDENTS 

Doctoral Dissertation Survey – Third-party Logistics (3PL) Services 

Sub-supplier Involvement in Third-party Logistics Services 

Dear Recipient,  
As a professional in the area of logistics and supply chain management, your 
participation in the research is of great value.  

The survey explores logistics service buyers´ perceptions of the involvement of 
sub-supplier through and beyond their primary logistics providers on which the 
logistics service buyers may have no direct influence. The angle of approach 
applies to the recent debate on supply chain risks. 

A target organisation is primarily one that has entire logistics processes 
outsourced or certain activities that (may) involve specialized sub-suppliers. As 
the logistics service buyers´ perceptions of sub-supplier involvement are stressed 
in this survey, certain flexibility in terms of respondent profile requirements is 
allowed. 

A search for respondents has been executed by means of a database containing 
quoted companies, followed up by recommendations from practitioners and other 
relevant knowledge. Respondents have been found through direct contact with the 
selected companies.  

What are the practical expectations from participation? 
Participation in the study requires 30-45 minutes for the questionnaire. The 
respondents have an opportunity to participate in a discussion in the post-survey 
phase, by ticking in an indication of acceptance in the web-based questionnaire. 

How does your organization benefit from participation? 
Participation entitles you to an executive report on the forthcoming survey, and 
the outcome of the study can be leveraged as a benchmark in your company’s 
logistics planning. 

I still want to emphasize two aspects of importance: 
• All the information provided in the correspondence, questionnaire and the 

following discussion is treated with absolute confidentiality. 
• There are no obligations attached to participation in this study. 

If there are any ambiguities and/or other enquiries related to this research 
request, please do not hesitate to contact me directly at +358 (0)400 201 245 or 
respond through e-mail at mikael.vainionpaa@hanken.fi. 

Responsible author  
I am a doctoral candidate at the Swedish School of Economics and Business 
Administration in Helsinki, Finland. The research topic is “Tiering Effects in 3PL – 
A First-tier Buyer Perspective”.

Mikael Vainionpää 
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APPENDIX 3 REPORTED SURVEY FINDINGS TO RESPONDENTS 

REPORTING – EXECUTIVE SUMMARY 

Sub-supplier Involvement in Third-party Logistics Services – A First-tier 
Buyer Perspective 

Dear respondent,  

I am delighted to report on the findings related to the survey in which you 
participated. Please find a short description of the survey below to inform 
respondents of the subject and reported findings. The reasons for spreading the 
survey findings are twofold: I want to deliver upon my promise to share the 
empirical findings, and to make an effort once more to show my gratefulness for 
your generous contribution to my doctoral dissertation. 

Survey description 

The survey explores logistics service buyers´ perceptions of sub-supplier 
involvement through primary (3PL) logistics providers, on which logistics service 
buyers may have no direct influence. The angle of approach relates to the recent 
debate on supply chain risks. The survey focuses on respondents representing 3PL 
service buyers in large/quoted45 companies. 

Diverse respondent profile 

A total of 74 % of the respondents are either directly or indirectly involved at 
senior level management, i.e., “Director/VP/CEO”. Hence, a large share of the 
respondents labelled “Logistics Manager” was directed and supervised by senior 
management in terms of the content of the survey questions, and the related 
responses. The consistently careful approach is to be interpreted as an indication 
of the strategic importance and sensitivity of information provided in the 
responses. 

Respondent profile n
% of 
total n

% of 
total n

% of 
total

Logistics Manager 1 7 50.0% Retail, chemicals 9 26.5% 81 -1 00% 1 8 53.0%

Director/VP/CEO 1 4 41.0% Comp., electr., aerosp. 8 23.5% 61 -80% 6 18.0%

Operations Manager 3 9.0% Constr., agric., mining 7 20.6% 41 -60% 6 18.0%
Total 34 Wood, paper, forestry 6 17.6% 21 -40% 1 3.0%

Food, tobacco 4 11.8% 1 -20% 3 8.0%
Total 34 Total 34

LogcostoutIndustry profile

Note: “Logcostout” refers to estimated costs of logistics and supply chain activities 
outsourced 

Conclusion

Few studies have so far focused on the strategies of 3PLs, alliance forming and 
positioning behaviour within logistics service supply chains. Relying on one/a few 
3PL service provider(s) can increase buying power and/or provide scale 
economies. However, the related value can be offset by potential indirect 
influence46 from “peripheral” sub-suppliers. This study suggests that 3PL service 

                                                       
45 Scale of business determined by the parameter net sales, with a lower limit of €30 million, as at 25 September 

2007.

46 Indirect influence refers to price-making behaviour affecting overall terms of trade, and thus a down side 

potential of lower exchange value from a first-tier logistics service buyer perspective. 
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buyers lack an awareness of this insight and/or overlooks the issue to a certain 
extent. Hence, cooperation with 3PL service provider may be based on mutually 
defined goals, but what is be the actual impact of changes in the complementary 
resources and capabilities controlled by other players, beyond contractual scope? 
It seems to be a hidden agenda, which has already evoked interest from both 
theoretical and managerial perspectives. 

A remark on the main study findings 

Undefined concepts presented below, such as “contribution”, “financial 
performance”, “problem solving”, “performance” and “profitability” to name a 
few, are further assessed, interpreted and discussed in detail in the forthcoming 
doctoral dissertation. The associations between concepts and conclusions refer to 
this study only. 

The main study findings summarised 

• Significant association between dependence and equal distribution of value 
between channel members47 in various 3PL arrangements. Dependence relates 
to difficulty in replacing 3PL service providers, their use of sub-suppliers and 
the combined impact on 3PL buyers’ possibilities of reaching their set 
organisational objectives. Equitable distribution of value translates into 
contributions made towards channel members, and the perceived impact on 
the financial performance of channel members.

• Significant association between cooperative norms and equal distribution of 
value between channel members in 3PL arrangements, driven by joint 
problem solving and willingness to make cooperative changes. The 
components impact on mutual contribution, financial performance of 
transaction-related parties, i.e., channel members, and shared concern for 
each channel member’s profitability.

• Significant association between equal distribution of value and information 
exchange between channel members in 3PL arrangements due to equal 
sharing of proprietary information, supply and demand forecasts, 
expectations of information from channel members on changes and events, 
and sharing of relevant information on partners and costs. These factors result 
in mutual contributions and financial performance impact, but no shared 
concern for each channel member’s profitability.

• Significant association between information exchange and the transaction 
cost dimension asset specificity, i.e. the magnitude of assets/investments in a 
specific (contractual) relationship for commercial/profit making purposes. 
The association relates mainly to sharing of proprietary information, supply 
and demand forecasts. The components are associated with investments in 
technical skills, trained personnel and devoted time and resources to efficiency 
and coordination. The survey did not support proposed associations between 
information exchange and other tested transaction cost dimensions, namely 
behavioural opportunism, environmental uncertainty and transaction
frequency.

• Significant association between the transaction cost dimension environmental 
uncertainty and 3PL buyers’ perceived risk. It is mainly driven by relationship 

                                                       
47 First-tier logistics service buyers, 3PL service provider and their immediate sub-suppliers are, as a delimited entity, 

referred to as channel members. 
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instability, continuous adaptation and indirect influence from sub-suppliers, 
which is affected by 3PL providers’ changes in their business conduct. Other 
determinants with certain impact are technical advancements imposing 
operational changes, and the buyer perceived risk of failure in the logistics 
services market.

Further empirical assessment 

It would be purposeful to follow up the findings with post-survey interviews. 
Respondents will be contacted based on indicated interest in a post-survey 
interview and the content of questionnaire responses. 

Please do not hesitate to make contact should there be queries related to the 
results outlined here and the research in general. Contact details: +358 (0)400 
201 245 or mikael.vainionpaa@hanken.fi. 

Mikael Vainionpää 
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APPENDIX 4 CASE STUDY QUESTIONNAIRE PROTOCOL 

Sub-supplier Involvement in Third-party Logistics Services – A First-tier 
Buyer Perspective 

1. Overview/Purpose 

• Explore and gain further understanding of the perceived impact/effect of sub-supplier 
involvement on which the primary logistics service buyer may have no direct 
influence. 

• Case study questions/answers/discussion relates to logistics services with sub-
supplier involvement beyond primary logistics service providers. 

2. Input and outcomes 

• What are the characteristics/is your interpretation of the logistics performance and 
your own contribution to logistics service relationships? 

• What are the characteristics/is your interpretation of the logistics performance and 
the third-party logistics service provider’s contribution to logistics service 
relationships?

• What is your interpretation of the associations between third-party logistics 
provider’s contribution and your organisational objectives, and how do you define 
your organisational objectives in the logistics services context? 

3. Collaboration procedures 

Please explain the following connections: 

• Your contribution and joint problem solving amongst supply chain actors. How do 
you define joint problem solving in the supply chain context? 

• Third-party logistics provider’s contribution and joint problem solving in the logistics 
services context. 

• Financial benefits and joint problem solving amongst supply chain actors. How do 
you define financial benefits in the logistics services context? 

• Financial benefits and supply chain actors’ concerns about others’ profitability. How 
does concern for mutual profitability show? 

• Your contribution and joint willingness to make cooperative changes. How do you 
interpret joint willingness to make cooperative changes? Please explain.  

• Third-party logistics provider’s financial benefit and joint willingness to make 
cooperative changes. What in your opinion is third-party logistics provider’s financial 
benefit? 

4. Information sharing 

Please explain the following connections: 

• Your contribution and channel members equal sharing of proprietary information. 
How do you interpret equal sharing and define proprietary information in the 
logistics services context? 

• Third-party logistics provider’s contribution and  

1) Equal sharing of proprietary information; 

2) Expectations of information from parties on changes and events. How do you 
interpret expectation and changes and events?; and 
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3) Sharing of relevant information on partners and costs. What do you understand 
by relevant information on costs and in general? 

• Third-party logistics provider’s financial benefits and expectation to inform parties on 
changes and events. 

5. Investment 

Please explain the following connection: 

• Sharing of supply and demand forecasts and devoted time and resources on efficiency 
and coordination. Please provide a detailed answer. 

6. Risk perception 

Please explain the following connections: 

• Instability and continuous adaptation to the business environment and logistics 
market’s risk of failure. Please provide a detailed answer. 

• Instability and continuous adaptation to the business environment and indirect 
influence from unknown sub-suppliers. Please provide a detailed answer. 

7. Anything else worth mentioning? 
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APPENDIX 5 CASE STUDY INTERVIEWS CONDUCTED 

Respondent Industry Date T im e
Respondent 

profile

1 Retail 02 June 2009 16.10-18.30
Director/

Senior 
Management

2 Retail 04 August 2009 15.30-17 .15 Vice President

3 Retail 25 August 2009 09.00-10.45
Logistics 

specialist/
Contract Manager

Respondent Industry Date Method
Respondent 

profile

3 Retail 14 September 2009 E-mail & phone
Logistics 

specialist/
Contract Manager

2 Retail 16 September 2009 E-mail & phone Vice President
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APPENDIX 6 PROPOSITIONS 5-7 NOT SUPPORTED BY THE SURVEY 

Lin ea r regression  P5

R Square F-value Sig. t-s tat.
Model 0.339 0.7 2 7 0.609

INFEX1 0.4 2 8 -0.8 04

INFEX2 0.5 5 8 0.5 9 3

INFEX3 0.4 3 0 0.8 01

INFEX4 0.3 2 4 -1 .004

INFEX5 0.3 7 7 -0.8 9 8

In depen den t: INFEX1 , INFEX2 , INFEX3 , INFEX4 , INFEX5

Depen den t: BEHOP

Lin ea r regression  P6

R Square F-value Sig. t-s tat.
Model 0.170 1 .1 4 4 0.361

INFEX1 0.2 7 2 -1 .1 2 2

INFEX2 0.1 7 8 1 .3 8 2

INFEX3 0.9 1 2 0.1 1 1

INFEX4 0.1 09 1 .6 5 5

INFEX5 0.6 2 2 -0.4 9 9

In depen den t: INFEX1 , INFEX2 , INFEX3 , INFEX4 , INFEX5

Depen den t: TFREQ

Lin ea r regression  P7

R Square F-value Sig. t-s tat.
Model 0.038 0.2 2 4 0.949

INFEX1 0.7 7 5 -0.2 8 8

INFEX2 0.6 1 9 0.5 03

INFEX3 0.8 1 4 -0.2 3 7

INFEX4 0.4 4 1 0.7 8 1

INFEX5 0.6 3 9 -0.4 7 4

In depen den t: INFEX1 , INFEX2 , INFEX3 , INFEX4 , INFEX5

Depen den t: ENV UN
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APPENDIX 7 PROPOSITIONS 8-11 NOT INDIVIDUALLY SUPPORTED BY 
THE SURVEY 

Lin ea r regression  P8

R Square F-value Sig. t-s tat.
Model 0.110 0.8 9 2 0.481

A SPEC1 0.2 5 6 -1 .1 5 8

A SPEC2 0.1 8 2 -1 .3 6 7

A SPEC3 0.4 7 0 0.7 3 3

A SPEC4 0.2 6 0 1 .1 4 9

In depen den t: A SPEC1 , A SPEC2 , A SPEC3 , A SPEC4

Depen den t: RISPER

Lin ea r regression  P9

R Square F-value Sig. t-s tat.
Model 0.267 5 .6 5 8 0.008

BEHOP1 0.05 7 1 .9 7 9

BEHOP2 0.01 7 2 .5 1 4

In depen den t: BEHOP1 , BEHOP2

Depen den t: RISPER

Lin ea r regression  P10

R Square F-value Sig. t-s tat.
Model 0.070 0.7 5 5 0.528

TFREQ1 0.8 2 2 -0.2 2 7

TRFEQ2 0.8 1 9 0.2 3 0

TFREQ3 0.1 9 4 1 .3 2 8

In depen den t: TFREQ1 , TFREQ2 , TFREQ3

Depen den t: RISPER

Lin ea r regression  P11

R Square F-value Sig. t-s tat.
Model 0.382 4 .4 7 8 0.006

ENV UN1 0.3 4 0 -0.9 7 1

ENV UN2 0.2 6 6 1 .1 3 4

ENV UN3 0.5 8 6 -0.5 5 0

ENV UN4 0.001 3 .6 4 2

In depen den t: ENV UN1 , ENV UN2 , ENV UN3 , ENV UN4

Depen den t: RISPER
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